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EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

TUESDAY, JUNE 8, 1976
HOUSE OF REPRESENTATIVES, 

COMMITTEE ox INTERNATIONAL RELATIONS,
Washington, D.C.

The committee met at 10 a.m., in room 2172, Rayburn House Office 
Building, Hon. Thomas E. Morgan (chairman of the committee) 
presiding.

Chairman MORGAN. The committee will please come to order.
Before we begin today's hearing, the Chair would like to call to 

the members' attention the material before them concerning a report 
the committee is required to submit to the House in connection with 
the Budget Act.

The purpose of the report is to assist the House in budget score- 
keeping. Therefore, it should be filed as soon as possible.

This report deals only with budget allocations based on permanent 
authorizations—namely, trust funds, pension funds, and the military 
sales revolving fund.

This report does not affect our budget ceilings for annual 
authorizations.

It is simply a scorekeeping device for budget items which are out 
side the annual authorization and appropriation process.

The Chair would appreciate it if the members would take the ma 
terial with them today and review it so that we can order the report 
filed during tomorrow's meeting.

Today is the opening of a series of hearings on the operations of 
the Export Administration Act of 1969.

Under the committee reforms of 1974, the Committee on Interna 
tional Relations received jurisdiction over export controls, the main 
legislative authority for which is the Export Administration Act.

These hearings are being held because that act expires on Septem 
ber 30 of this year and because of various concerns over the implemen 
tation of the fact, particularly as it relates to foreign boycotts and 
hiph-technology export licensing.

I would call to the members' attention the publication dated June 7 
which is before them. This is a study which the committee requested 
of the Congressional Research Service of the Library of Congress. 
It describes the export licensing process and the functions of various 
Government offices and agencies in that process.

During these 6 days of hearings, we will hear both from govern 
mental and private sector witnesses.

(i)



Today, we will hear from representatives from the Department of 
State and the Department of Defense.

We will hear first from the Honorable William P. Clements, Deputy 
Secretary of Defense. Mr. Clements is accompanied by Roger Shields, 
Deputy Assistant Secretary for International Economic Affairs; and 
by Dr. Robert N. Parker, the Principal Deputy Director for Research 
and Engineering.

The second witness will be the Honorable Joseph Greenwald, 
Assistant Secretary of State for Economic and Business Affairs.

Following Mr. Greenwald's statement, the meeting will bo open to 
questioning from the committee members.

Gentlemen, we are pleased to have you here.
Secretary Clements, you may commence, either by reading your 

statement or by summarizing it.

STATEMENT OF HON. WILLIAM P. CLEMENTS, DEPUTY SECRETARY
OF DEFENSE

Mr. CLEMENTS. Thank you, Mr. Chairman.
I would like for the record to be correct and for you to be aware 

Mr. Parker didn't come with me; Dr. Currie did, who is the Director 
of Defense Research and Engineering. He is here in place of Dr. 
Parker.

Mr. Chairman, and distinguished members of the committee, I am 
pleased to have the opportunity to appear before the Committee on 
International Relations to outline the role of the Department of 
Defense in the implementation of export controls under the provisions 
of the Export Administration Act of 1969 and related statutes, and 
to discuss the significance of that legislation to our defense.

At the outset, let me say that the Department of Defense is not 
opposed to peaceful trade nor to the expansion of commercial and 
economic ties with countries in the Communist world. Our sole concern 
and care is for the national security aspects of this traffic.

As you know, the responsibilities of the Secretary of Defense in 
export control matters, which have long been implicit in U.S. export 
legislation, were explicitly set forth in the Export Administration 
Amendments of 1974 which went into effect on October 29 of that year. 
Section 4(h) authorizes the Secretary of Defense to review any pro 
posed export of goods or technology to a controlled country and to 
determine whether the export of such goods or technology will signif 
icantly increase the military capability of such country.

In addition, under subsection (2) the Secretary of Defense is 
required to determine, in consultation with the Export Control Office 
to which licensing requests are made, the types and ca agones of 
transactions which should be reviewed by him.

As the Department most directly concerned with the impart of tech 
nology transfer on national security, we have fulfilled our responsi 
bilities in this area with considerable effectiveness.

INDUSTRY CRITICISM OF EXPORT COXTROL8

However, we are aware of criticism from industrial and even some 
governmental sources concerning the existing system of export con-



trols, and we have taken a fresh look at ways by which the present 
system may be improved, toward tightening controls over export of 
key technologies, and rel axing controls over nonstrategic technology 
wherever our implementation study may find it appropriate and thus 
stimulating greater market opportunity for our industries.

The Defense Science Board tax force report ori export of United 
States technology, conducted over the past 2 years, represents this 
fresh look. I fully agree with its major thrust and we are noAV studying 
the report in detail to determine the degree of implementation. I will 
elaborate on this effort shortly.

The underlying concern we have in all cases is whether a commodity 
purchased for a presumably peaceful end use, is likely to be diverted 
to a military purpose and, if so, how detrimental to our security that 
diversion would be.

THE U.8.8.R. AND EXPORT REAMT1E8

It is at this point in the process that we are confronted with a num 
ber of inescapable realities which outside critics tend to ignore. In 
the first #lace, there is the problem of uncertainty. Our knowledge of 
what goes on in the Soviet Union iss not as precise or complete as we 
could wish. Consequently, in all of our judgments about the likely 
end use of a given strategic item there is room for error.

Recognizing this fact, a second reality is that the potential cost to 
the United States of a mistaken judgment varies considerably, depend 
ing on the direction in which it is made.

If, for example, we err on the side of being too restrictive, what 
ever the impact on the prospective vendor, the loss to the U.S. economy 
cannot in any case be very great for the simple reason that factors 
other than export controls on strategic items—such as a Soviet short 
age of hard currency—impose the significant limits on increased U.S. 
trade with the Soviets.

If, on the other hand, we should err on the side of relaxing controls 
in a way which enhanced Soviet strategic capabilities, the price in 
subsequently increased defense costs and greater security risks could 
be very large.

A third reality is that errors made on the side of being too restrictive 
can IM> easily and instantly corrected whenever the error is discovered. 
All we have to do is reverse our position and there will be no resistance 
to the change.

By contrast, as experience has shown, particularly with interna 
tional controls, oncp an item has been decontrolled, even if in error, 
it is impossible to get it reembargoed.

A fourth reality is that asking how much an individual export will 
adversely affect our security is the wrong question.

It is fanciful to suggest that one strategic commodity could have 
overwhelming importance by itself. Indeed, we would be prepared to 
stipulate that there is probably not an item on the embargo list which, 
if exported in one isolated transaction to the Soviet Union and used 
by them for military purposes, would, by itself, represent a disaster 
for our national security.

But in the world of export control, where every release is seized 
upon by other vendors or by other countries as a precedent for seek-



ing equivalent releases, there is no such thing as an isolated case any 
more than there is an isolated stone in a dike.

Theoretically, every transaction must be dealt with on its merits; 
but the cumulative impact of a number of transactions must also be 
weighed and, as we consider in each case those transactions which have 
preceded it, so we must also concern ourselves with those consequences 
which, based on experience, we know are certain to follow.

All of these problems are especially severe where technology trans 
fers are concerned.

ESTIMATING THE POTENTIAL IMPACTS OF EXPORTS

To 'estimate the potential impact of an export of technology is much 
more difficult than to assess the importance of exporting a finished 
product. Where a piece of hardware is concerned, we have a fair 
chance, but by no means are assured of determining that it went to its 
intended destination.

Should diversion be detected or likely, we can reduce its value to 
some extent by shutting off follow-on spares, and we can exercise the 
additional sanction of refusing to make further shipments of similar 
equipment.

Even if we occasionally judge incorrectly, the damage to our secu 
rity tends to be somewhat limited if only because machines and equip 
ment have a finite utility and a finite useful life. This is not so with 
technology. We cannot, be assured of the uses to which its end products 
will be put; we cannot recall it; nor is it necessarily a wasting asset

And we must recognize that modern products of technology in them 
selves constitute disclojwre to a degree of the parent technology, when 
made available to very competent and eager scientists and industrial 
ists of Communist nations.

RKPORT OF THE DEFENSE SCIENCE BOARD TASK FORCE

It is against this background that the recent report by the Defense 
Science Board task force on export of U.S. technology is important.

First, let me say that I fully agree with the primary recommenda 
tions of the report which we see as follows:

One, the control of design and manufacturing know-how is abso 
lutely vital to the maintenance of U.S. technological superiority and 
continued comparative qualitative superiority in deployed weaponry.

Two, for the long perspective, beyond the limitations of current 
laws, regulations, and practicr, a fresh approach to controlling tech 
nology exports is overdue. Th'd perspective should focus on technology.

It would be premature for me to comment on the desirability or 
feasibility of each of the 25 recommendations contained in the report 
peiu'in"1 the completion of an ongoing implementation study which I 
shall briefly describe.

Since Mr. Robert N. Parker's March 30 testimony, we have now 
established a plan of attack to broadly implement the main thrusts of 
the Defense Science Board report. These focus on:

(1) The identification of critical technologies and products;
(2) The assessment of the active mechanisms of technology transfer;
(3) The development of simplified criteria for product control; and



(4) The feasibility and desirability of new administrative pro 
cedures or legislation for streamlining the existing export control 
system.

To accomplish the above, we have set up a steering group under the 
leadership of Dr. Malcolm Currie, Director of Defense Research and 
Engineering, and three working groups—Net Teclmo-Military Assess 
ment, Technology Base, and Administration of Export Controls.

In addition to th broad utilization of Department of Defense tech 
nical personnel, ™e have also enlisted the participation of the intelli 
gence services. We are presently in the process of expanding the effort 
and membership to the interagency level because of the critical multi- 
agency nature of the problem—particularly the Department of 
Commerce.

WORK CLOSELY WITH THE STATE DEPARTMENT

We need to work closely with the State Department in the assess 
ment of Defense Service Board recommendations with reference to 
COCOM. Further, the technical community must be squarely "in the 
loop" on these issues.

Because of the complexity of the problem, we envision that by Sep 
tember we should have a good indication of the need for any major 
administration changes or for the need of new legislation.

In view of the rapid change of technology, we foresee the need for 
continuous review of technologies in order to identify revolutionary 
advances, and we shall propose a mechanism for accomplishing this 
objective.

We will fully cooperate with the Departments of State and Com 
merce in improving the efficiency as well as the effectiveness of the 
system of export controls. We believe this can be done without undue 
restriction on the flow of trade, imposition of excessive regulation of 
U.S. industry or impairment of the traditional freedom of scientific 
exchange.

Mr. Chairman, to the extent that we and our allies maintain careful 
controls over the export tc the Soviets and their allies of goods and 
technology of military significance, we are retarding the growth of 
the Warsaw Pact and PRC military capabilities, contributing to the 
success of our deterrent strategy, and reducing the expenditures we 
must make for our defense.

Thank you very much.
Chairman MORGAN, Thank you, Mr. Secretary.
Mr. Greenwald, you may proceed.

STATEMENT OF HON. JOSEPH A. GREENWALD, ASSISTANT SECRE 
TARY OF STATE FOR ECONOMIC AND BUSINESS AFFAIRS

Mr. GREENWALD. Mr. Chairman, if it is agreeable with you, I will 
summarize my text.

Chairman MORGAN. That will be fine, and your complete statement 
will appear in the record.

Mr. GREENWALD. On the question of the boycott issue, I would like to 
read the statement, if that is agreeable.

The questions you asked concerning the State Department's role 
have to do with the participation in the licensing process and our
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responsibilities with respect to the Coordinating Committee or 
COCOM, the multilateral group where participating members de 
velop common policies on strategic trade controls.

Our participation in licensing in the Government is mainly earned 
out through interdepartmental committees under law and Executive 
order. We participate in the formulation of policies on export control 
in these committees, mainly the ones set up by the Department of 
Commerce.

Our purpose, our main objective and responsibility in this par 
ticipation is to assure that the decisions made are consistent with 
our overall foreign policy objectives and the position we take in the 
international forum.

This is the broad outline of the State Department's participation in 
the interdepartmental process.

RELATION OF DEPARTMENTS OF STATE AND COMMERCE

Now, the Department of State and our missions overseas also pro 
vide operational assistance to the Department of Commerce in par 
ticular in carrying out the purpose of the Export Administration Act. 
This is the sort of thing you might put under the heading of enforce 
ment, information on compliance and checking on the use to be made 
of exports from the United States.

Through these missions we also carry on contacts or bilateral nego 
tiations with governments as may be necessary to insure against viola 
tions of our export controls or to obtain cooperation with respect to 
particular problems.

Under the Battle Act, we have the responsibility for applying an 
embargo on the export to Communist countries of arms and items of 
primary strategic significance used in the production of arms and 
seeking the cooperation of other countries in such an embargo.

We work through a cooperative committee which goes under the 
heading of COCOM. This responsibility und^r the Battle Act has been 
delegated by the President to the Secretary of State, and this is our 
main job in the field of export control.

Wo have a resident delegation that participates in COCOM, and 
we have an Economic Defense Advisory Committee organization 
within the Department of State to carry it out.

ACTTVmES OF COCOM

COCOM is a voluntary organization established in 1950 which tries 
to carry out these cooperative activities and embargoes through discus 
sion and agreement, including agreement on lists of controlled 
commodities.

The committee meets regularly to consider changes in the list and 
the procedures and to deal with exceptions. These decisions are, in 
effect, recommendations to governments although there has been a 
tradition of unanimous agreement on all the final recommendations 
and by and large each member State has, through the application of 
its own national policy, followed the recommendations of COCOM.

However, there is no legal obligation and no basic surrender of 
sovereignty. These are, as I say, the basic elements of the COCOM



operation, the lists and the exceptions process. Exception cases have 
grown appreciably in recent years consistent with the growth of trade 
wijh the Communist countries. In 1975, for example, there were 1,798 
cases as compared to 1,380 in 1974. The U.S. share of the exceptions 
has increased from 41 percent to 44 percent in 1975.

I think despite the formal legal requirement for unanimity, the 
record in COCOM of following the recommendations of exporting 
governments has been pretty good and we have had, I think, an 
effective instrument over its 26-year history contributing to the security 
of the free world through an effective export control system on a 
multilateral basis.

OFFICE OF Ml'JflTIOXB CONTROL

There is also a responsibility in the Department of State under the 
Mutual Security Act of 1954 which has to do with the control to all 
destinations of arms, ammunition, and implements of war, related 
technical data and manufacturers licensing agreements. This is under 
the Office of Munitions Control in the Department of State.

I would just like to refer briefly to the report of the Defense Science 
Board on export control of U.S. technology that Secretary Clements 
discussed at some length. \Ve share his view that it represents a 
valuable new look at many of the key issues with respect to export 
control. It concentrates on the priority issues of strategic technologies. 
We, too, have been studying this report and will continue to partici 
pate in the preliminary agency consideration of its implications. Our 
particular interest, of course, is how the implementation of the report 
might apply to the listing of items and technology control under the 
Battle Act and under COCOM.

In vour letter of May 17, you nlso asked al>out the General Ac- 
crnntni" Office's study on the Government's role in the East-West 
trade problems and certain other issues. This study includes a number 
of specific recommendations, and I think you have the response we 
have given on each of those that apply to the Department of State.

They have been sent to you together with the comments of other 
departments, and I think they were given to the committee this 
morning.

AXTIBOYCOTT PROPOSALS

Mr. Chairman, I would like to address myself to another subject 
mentioned in your letter, and that is the question of congressional 
proposals for legislative response to the Arab boycott of Israel.

U.S. policy on the Arab boycott is clear and unequivocal. We 
strongly oppose the boycott of friendly countries, including the boy 
cott of Israel. We have made this position clear to foreign govern 
ments and to the U.S. business community. We are the only country, 
other than Israel, to take a strong position in opposing the boycott 
of Israel. Since the President's major policy statement on Novem 
ber 20 on this issue, the administration has put into effect a number 
of measures carrying out this policy of opposition to boycotts of 
friendly countries.

Specifically, we have onded trade promotion activities which might 
have been viewed as condoning boycott practices; we have widely pub-
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Hcized our opposition to the boycott of Israel and requested and en 
couraged U.S. firms to refuse to act in furtherance of it; we have ex 
panded reporting requirements under the Export Administration Act 
to include service < .ganizations as well as goods exporters and to 
require reporting of responses to boycott requests of foreign govern 
ments; we have pointed out that refusal-to-deal agreements imple 
mented by U.S. firms in U.S. commerce pursuant to foreign boycotts 
raise serious antitrust questions; the Justice Department has initiated 
a suit on this basis under the authority of the Snerman Antitrust Act 
and has a continuing investigation in this area.

A growing number of U.S. firms are actively seeking ways to do 
business with both Israel and the Arab States free of involvement with 
boycott practices. We believe most U.S. firms continue to take advan 
tage of the important trade opportunities which exist in the Israeli 
and the Arab country markets. We actively encourage them to do so, 
consistent with our policies.

The President's November 20 statement was also responsive to con 
cerns that boycott activities might lead to discriminatory actions 
based on religion or on ethnic background. The Export Administra 
tion Act regulations have been revised to prohibit U.S. exporters and 
related service organizations from answering or complying in any way 
with boycott requests that would cause discrimination against U.S. 
citizens or firms on the basis of race, color, religion, sex, or national 
orijrin in export transactions. Pursuant to the President's directive, 
individual agencies have acted to assure that antidiscrimination poli 
cies are effpetivelv and fully implemented by each agency. There nave 
been only a handful of discriminatory requests, mainly involving pri 
vate practices, out of more than 50,000 boycott requests to U.S. firms 
reported to the Department of Commerce from 1970 through Novem 
ber 1975. As a general rule, we have received assurances that these are 
unauthorized exceptions and that it is not the policy of the govern 
ments applying the boycott of Israel to discriminate in business 
transactions on the basis of race or religion. High-ranking Arab Gov 
ernment representatives have emphasized this with both public and 
private assurances that religion or creed bears no re'ationship to the 
Arab boycott.

The administration shares concrrrssional and public concerns that 
the impart of foreign boycotts on U.S. firms and on friendly countries 
be minimized. Action to this end, however, should be designed to 
nohieve realistic objectives and to avoid counter-productive reaction. 
Continued quiet diplomacy and the efforts of individual firms offer the 
best chance at this time of lessening the impact of the boycott on U.S. 
firms. This approach has had some success over the past year, as is 
evident in the modification of some bovcoti; procedures which had been 
in effect over a long period of time. We believe that further practical 
progress is likely.

EFfTCCT OF ANTIBOYCOTT PROPOSALS

However, it is also clear that the Arab governments are not pre 
pared to drop the boycott, altogether except in the context of an over 
all peace settlement. Proposals at this time for stronger antiboycott



9
legislation are very likely to be seen ns confrontational. WP have ex 
perienced situations in the past where excessive pressure has produced 
a backlash which undercut progress being made through diplomatic 
endeavors. Such confrontation would be harmful to our overall eco 
nomic and political interests in the Middle East—the most important 
of which is our desire to promote progress toward a peaceful settle 
ment of the Arab-Israeli dispute.

Expansion of U.S. economic relations with Israel and with the 
Arab States is an important objective in terms of our own concerns for 
jobs and exports. In 1975, our exports to Arab countries which adhered 
to the boycott of Israel exceeded $4.4 billion, accounting for some 
200,000 to 300,000 American jobs. The Secretary of Commerce will be 
better able to spell out the importance of our exports and other broad 
economic interests in the area.

Continued improvement in these economic relations also serves to 
lessen the reliance of such countries as Egypt, Ira<j, and Syria on 
Communist country technology and supplies and facilitates our efforts 
to play an important role in promoting further progress in Arab- 
Israeli negotiations. Legislation which would have the practical result 
of diverting business to the Soviet Union or to such competitors as 
Japan, Canada, or Europe will weaken the broad based cooperative 
relationships which^ enable us to play a constructive role with all of 
the narties to the Arab-Israeli dispute.

Ultimately, a solution to the boycott issue like solutions to the issues 
of territory, security, sovereignty, and recognition which characterize 
the Arab-Israeli dispute must be found in the context of making fur 
ther progress toward a peaceful settlement acceptable to the parties 
directly concerned.

[The prepared statement of Mr. Greenwald follows:]
PREPARED STATEMENT or JOSEPH A. GREENWALD. ASSISTANT SECRETARY or STATE 

FOR ECONOMIC AND BUSINESS AFFAIRS
Mr. Chairman, in your letter of May 17 asking that I testify before this 

Committee you requeued that I describe the Department of Stated role Iroth 
in the U.S. exiwrt licensing process and in the Coordinating Committee, or 
COCOM, the multilateral group where the fifteen member countries develop 
common policies on strategic trade controls.

The activities and duties of the Department of State in the export control 
area are based in part on the general responsibility of the Secretary of State 
for advising the President on the conduct of foreign policy and In part on the 
Hteclflc provisions In certain statutes—notably the Export Administration Act. 
the Mutual Defense Assistance Control Act (or Battle Act), and the Mutual 
Security Act of 1954.

The first of these Acts—the Export Administration Act—is the governing 
statute with respect to United States export controls and is the particular subject 
Ot these hearings That Act in its present form includes as one of its policy 
objectives the use of export controls "to the extent necessary to further signifi 
cantly the foreism policy of the United States" and provides explicitly for 
consultation with the Department of State in connection with that objective, as 
well as with the other policy purposes of the Act—notably protection of the 
national security and protection against excessive drain of scarce materials.

Accordingly, the Department of State participates in the formulation of U.S. 
Iiolicy and decislonmaking with respect to export controls in the various com 
mittees set up for this purpose by the Department of Commerce. The principal 
of these is the Advfcwry Committee on Export Policy (ACEP) chaired by the 
Department of Comment; its working level committee, the Operating Com 
mittee; and its Caliinet-level body—the Exiiort Administration Review Board.

74-772 O - 7« . 2
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When jH>licy issues go lieyond that Cabinet-level Review Board, the Department 
of Ntntt> participates in the National Security Council or whatever other White 
House review procedure may l>e involved.

In these committee activities the Department of State's objective is to ensure 
that the decisions made are consistent with the overall foreign policy objectives 
of the United Stuff* and with U.S. imKiHons taken in COCOM. The Department 
of State alno participate* actively in the work of the Kant-Went Foreign Trade 
Board nnd its working group, tmth chaired by Treasury, in monitoring the flow 
of trade and technology to the non-market economy countries in accordance with 
Section 411 of the Trade Act of 1074.

The Department of State and U.S. Foreign Service posts also provide opera 
tional assistance to Commerce in carrying out the purposes of the Export Admin 
istration Act. This Includes particularly providing information on possible con 
signees of U.S. goods and equipment and checking on the use to lie made of 
exerts from the United States. These functions may be carried out before U.S. 
export licensing takes place or as a post-licensing check to be certain that diver 
sion does not <Krur. The Department of State through Its mission abroad also 
carries out such contacts or bilateral negotiations with other governments as may 
be appropriate to ensure against violation of U.S. export controls or to obtain 

< no|>eration with respect to particular problems.
The second Act I referred to earlier—the Battle Act—sets forth the policy of 

applying an embargo on the export to Communist countries of arms and items 
of primary strategic significance used in the production of arms and seeking the 
cooperation of other countries in such an embargo. The responsibility for carry 
ing out the policy of the Battle Act has been delegated by the President to the 
Secretary of State. Accordingly, the Department of Sate is responsible, in con 
sultation with other executive agencies, for determining the Items requiring con 
trol under the Battle Act and for seeking the cooperation of other countries.

This Is done through U.S. participation in the multilateral committee for co 
ordinating export control (toUries—the Coordinating Committee, known simply as 
COCOM. We maintain « resident delegation to COCOM in Paris, and provide, 
with the cooperation of other Washlntrton agencies, the technical support that 
is necessary for list reviews or other specialized meetings.

By the Secretary's redelegatlon I have responsibility for administration of the 
Battle Act and for U.S. participation In COCOM. Carrying out these resixmsl- 
billtles involves a coordinated effort bv the responsible executive departments and 
agencies that we assure through an Economic Defense Advisory Committee or- 
ganirn f l'>n under my chnirmanshin.

COCOM is a voluntary organization which, as its name indicates, coordinates 
the policies of independent governments. It was established in 1950 and its mem- 
l»ershlp consists of 15 countries—the NATO countries minus Iceland, plus Japan. 
All actions and decisions by COCOM are confidential by agreement, including 
the lists of controlled commodities. The committee meets regularly In Paris to 
consider changes In its lists and procedures and to pass on requests for excep 
tions to the embargo made by meml»er countries.

Actions in COCOM are in effect recommendations to member governments, and 
they become effective only as they are carried out by member governments 
through their individual export control programs under their own national laws 
nnd regulations. In the case of the United States, this is accomplished through 
the Export Administration Act and the regulations thereunder.

A basic rule of COCOM from the outset has been that there should be unani 
mous agreement on all COCOM final recommendations. A COCOM decision there 
fore means in effect that each member country has decided under Jts own laws 
and policies to embargo an Identical list of Items, but this Is in the case of each 
country a unilateral decision: there Is no legal obligation to embargo the items, 
nnd no surrender of sovereignty.

COCOM maintains three lists of controlled commodities: List I consists of 
military-related Items as well as technologcy and equipment for their manufac 
ture. The other lists are self-descriptive: A Munitions List and an Atomic Energy 
Ust. Altlion-rh these lists are siiblect to constant review hv the Committee, the 
practice Is to have n review encompassing a number of Items every two or three 
years.

Although all countries agree to control the Items on the lists, provision is made 
in the procedures of the Committee to allow shipments for civil end uses under 
special exceptions policy, because the controlled Items often have acceptable 
civilian as well as military uses. For such nn exception to be made both the civil
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end use and end user must be known and there must be minimal risk of diversion 
to a strategic or military use.

With the growth of trade with the Communist countries and their increasing 
interest in high technology items, the number of exceptions cases, has grown 
appreciably in recent years. Thus in 1976 there were 1,798 cases submitted to the 
Committee compared with 1,380 cases in 1974. The U.S. share has also in 
creased from 41 percent in 1974 to 44 percent In 1975.

In the case of actions on exceptions cases, while the rule of unanimity applies, 
there is not In reality a "veto" power; the action of COCOM constitutes a rec 
ommendation to the exporting government. Although governments normally 
follow such recommendations, they do not invariably do so, if they feel their na 
tional Interests are deeply enough involved.

I believe that if we were to look at COCOM objectively as It has operated 
over its 26 year history we would conclude that it has been an effective instru 
ment in contributing to the security of the Free World. In some cases member 
countries have taken actions that were not acceptable to other member countries 
but this must be expected in an organization of sovereign states which can only 
recommend specific actions to its members.

The third statute to which I referred at the outset: is the Mutual Security Act 
of 1954. This Act provides the authority under which the Secretary of State 
maintain*) controls to all destinations over the export of arms, ammunition and 
implements of war and related technical data and manufacturing license agree 
ments. This function ix carried out through the Office of Munitions Control in 
the Department of State.

In your letter of May 17, Mr. Chairman, you also said that you would be 
interested in the Department of State's views on certain other issues. One of 
flu-He re. a ted to various congressional proposals for a legislative response to the 
Arab boycott of Israel. I would like to comment briefly on that question, and 
on the problems involved.

U.S. policy on the Arab boycott is clear and unequivocal. We strongly oppose 
the boycott of friendly countries, Including the boycott of Israel. We have made 
thix position clear to foreign governments and to the U.S. business community. 
We are the only country (other than Israel) to take a strong position in 
opposing the boycott of Israel. Since the President's major policy statement on 
November 2O on this issue, the administration has put into effect a number 
of measures carrying out this policy of opposition to boycotts of friendly 
countries.

Specifically, we have ended trade promotion activities which might have been 
viewed as condoning boycott practices; we have widely publicized our opposi 
tion to the boycott of Israel and requested and encouraged U.S. firms to refuse to 
act in furtherance of it; we have extended reporting requirements under the 
ExfHirt Administration Act to include service organizations as well as goods 
exporters and to require reporting of reNjKmses to boycott requests of foreign 
governments: we have pointed out that refusal-to-deal agreements implemented 
by U.S. firms in U.S. commerce pursuant to foreign boycotts raise serious anti 
trust questions; the Justice Department has initiated a suit on this basis under 
the authority of the Sherman Antitrust Act and has a continuing Investigation 
in this area.

A growing number of U.S. firms are actively seeking ways to do business with 
both Israel and the Arab states free of Involvement with boycott practices. We 
believe most U.S. firms continue to take advantage of the important trade oppor 
tunities which exist in the Israeli and the Arab country markets. We actively 
encourage them to do so, consistent with our policies.

The President's November 20 statement was also responsive to concerns that 
boycott activities might lead to discriminatory actions based on religion or on 
ethnic background. The Export Administration Act regulations have been revised 
to prohibit U.S. exporters and related servic? organizations from answering or 
complying In any way with Iwyott request.! that would cause discrimination 
against U.S. citizens or firms on the basis of lace, color, religion, sex, or national 
origin in export transactions. Pursuant to the President's directive, individual 
agencies have acted to assure that anti-discrimination policies are effectively 
and fully implemented by earn agency. There have been only a handful of dis 
criminatory requests, mainly involving private practices, out of more than 
50,000 boycott requests to U.S. firms reported to the Department of Commerce 
from 1970 through November 1075. AH a general rule, we have received assur 
ances that these are unauthorized exceptions and that It is not the policy of
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the governments applying the boycott of Israel to discriminate in business trans 
actions on the basis of race or religion. High-ranking Arab government repre 
sentatives have emphasized this with both public and private assurances that 
religion or creed bears no relationship to the Arab boycott.

The Administration shares congressional and public concerns that the impact 
of foreign boycotts on U.S. firms aad on friendly countries be minimized. Action 
to this end, however, should be designed to achieve realistic objectives and to 
avoid counterproductive reaction. Continued quiet diplomacy and the efforts of 
individual firms offer the best chance at this time of lessening the impact of 
the boycott on U.S. fir ins. This approach has bad some success over the past 
year, as is evident in the modification of some boycott procedures which had 
been in effect over a long period of time. We believe that further practical 
progress is likely.

However, it IH also clear that the Arab governments are not prepared to drop 
the boycott altogether except in the context of an overall peace settlement. 
Proposals at this time for stronger anti-boycott legislation are very likely to 
be Keen as confrontational. We have experienced situations in the past where 
excessive pressure has produced a backlash which undercut progress being 
made through diplomatic endeavors, Such confrontation would be harmful to 
our overall economic and political interests in the Middle East—the most im 
portant of which is our desire to promote progress toward a peaceful settlement 
of the Arab-Israeli dispute.

Expansion of U.S. economic relations with Israel and with the Arab states is 
an important objective in terms of our own concerns for Jobs and exiwrts. Con 
tinued improvement in these relations also serves to lessen the reliance of such 
countries us. Egypt, Iraq, and Syria on Communist country technology and sup 
plies and facilitates our efforts to play an important role In promoting further 
progress In Arab-Israeli negotiations. Legislation which would have the practical 
result of diverting business to the Soviet Union or to such comi>etitors as Japan, 
Canada, or Europe will weaken the broad based cooperative relationships which 
enable us to piny a constructive role with all of the parties to the Arab-Israeli 
dispute.

Ultimately, a solution to the boycott issue like solutions to the issues of terri 
tory, security, sovereignty,.and recognition which characterize the Arab-Israeli 
dispute must be found in the context of making further progress toward a in-ace- 
ful settlement acceptable to the (tarries directly concerned.

With respect to the other issues mentioned in the Chairman's letter, I think 
it IK a little early to comment definitively on the "Rejwrt of the Defense Science 
Board Task Force on Export Control of U.S. Technology." The Reixirt certainly 
represents a valuable new look at many of the key issues with respect to export 
controls. It concentrates particularly on what is involved In the priority issue 
of maintaining the U.S. lead in strategic technologies. I understand the Depart 
ment of Defense is engaged in reviewing the report, particularly what is Involved 
in identifying the critical technologies. We also have l>een studying the report 
and have participated in some preliminary interngency consideration of it.s 
Implications.

We of course have an interest In how the implementation of the Report might 
apply to the listing of items and technology for control under the Battle Act and 
COCOM.

You also asked me to comment on the General Accounting Office study on 
"The Government's Role in East-West Trade Problems and Issues". This very 
broad study Includes a mimlier of specific recommendations. We have responded 
to each of'those having applicability to the Department of State, and I would 
be glad to comment on any of those that might be of interest to the Committee. 
Our responses have Iwen sent to the Congress together with comments from other 
departments and may l»e supplied to the Committee if they nre not already 
available to you.

This concludes my prepared testimony, and I would lie hnpny to res|>ond to 
your questions.

80URCK OK ADVICK OV KXPORT CONTROLS

Chnirmnn MOROAX. Thank you, Mr. Secretiiry.
Mr. Clements. T will ask you both the same question. You can an 

swer first, nml then T would like to hear Secretary Greemvald's answer 
to the same question.
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Mr. Clements and Mr. Greenwald, to where do your respective de 
partments turn for expert advice on particular items, to your own 
personnel, outside consultants, to industry, or whom?

Mr. CUEMEHTB. To all three. When these matters come up, Mr. 
Chairman, and if there is other than an obvious answer which we 
would know internally through our own resources, either through 
the ISA group or through our installations and logistics and material 
group, or through our technical capabilities through D.D.R. & E., 
Dr. Cume's group.

If it is not an easy, quick answer through those sources, then we 
go to industry itself" to consultants or to the other outside sources 
for assistance and advice and counsel with respect to either the tech 
nology involved and/or the end product involved.

Mr. GRBENWALD. Mr. Chairman, the Department of State has no 
independent capability for judging the technical and strategic im 
portance of particular items.

So, by and large, we depend on the other agencies, such as the De 
partment of Defense, intelligence agencies and the Department of 
Commerce. We participate in the process but by and large our own 
participation is more in the policy context or the others I mentioned 
related to COCOM rather than in trying to establish our inde 
pendent judgment on the strategic importance of a particular item 
or technology.

OAO REPORT ON EAST-WEST TRADE POLICIES

Chairman MORGAN. Now the GAO report on East-West trade poli 
cies suggests that two intergovernmental committees which coordinate 
export control policies—the Advisory Committee on Export Policy 
and the Economic Defense Advisory Committee—are redundant and 
cause a lot of delays in the export licensing process.

Why can't these two committees l>e combined into one unit?
Mr. CLEMENTS. Mr. Chairman, I have not myself directly addressed 

that question. I, offhand, don't have an opinion about it. I have not 
studied the issue. Perhaps Mr. Shields would have a comment.

The issue of the length of time that it takes to process one of these 
applications or an issue is very important and we have had in the past 
delay that wo considered excessive.

But, on the other hand, some of them seem to flow very quickly. I 
do feel that process can l>e improved significantly.

P0l> REPORT ON HIGll-TECHNOUKJY KXPORTS

Chairman MORUAX. Secretary Greemvald. what is the Department 
of State's position on the DOD report? What does the Department 
favor?

Mr. (iRKK\wAu>. The DOD report on the technology ?
Chairman MORGAN. Yes.
Mr. (iRKExwAU). As I said in my opening statement, it is perhaps 

premature for us to take a formal position on it. We are participating 
in the study, as I think other agencies in the Government are. Once 
the full implications of the report and conclusions can be drawn, then 
we will have to see how that applies to our international efforts to 
have an effective system of export controls throughout the Western 
World.
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THE STEVENSON ANTIBOYCOTT AMENDMENT

Chairman MOROAX. Secretary Greenwald, I notice in your statement 
you mention the Stevenson antiboycott amendment. How does the 
Department feel about the so-called Stevenson amendment ?

Mr. GREENWALB. This is in connection with the boycott?
Chairman MORGAN. Yes.
Mr. GREENWAIJ). The position that the Department of State, and I 

think the administration, has taken is that at this time it is neither 
desirable nor necessary to have legislative action in connection with 
the boycott.

More progress can be made, as I suggested, through the diplomatic 
efforts that we have been pursuing and will continue to pursue 
actively.

Chairman MORGAN. As we proceed in these hearings, I am sure we 
will receive testimony, Mr. Secretary, supporting boycott. I imagine 
that if we survive with only that boycott amendment on the floor, we 
will be very fortunate.

Mr. GREEN WAiJ>. We would lx> very pleased if that were the outcome.
Chairman MORGAN. Mr. Blester?

TECHNOLOGY VERSUS END PRODUCT?

Mr. BIEHTKR, Secretary Clements, it has been suggested in reports 
that the new regulation be drawn to focus more on technology and 
know-how than on products themselves. That is a distinction I find 
very difficult to draw in a number of cases, and I wonder if you could 
spell out Avhether the distinction can l>e drawn and, if so, whether it is 
practical to think in those terms?

Mr. CLEMENTS. Mr. Congressman, I have heard that theological de 
bate myself, and I don't agree with it. Certainly we should focus on 
technology—and I said so in my prepared statement—but that does 
not mean in any sense of the word that we should ignore the end prod 
uct, either.

I think, personally, and the department's view is, that the tech 
nology and the end product, are linked and you can't sever this umbili 
cal cord, so to speak.

Now, certainly when we get into classifications of technology as it 
would affect broad classes of products that would use a common root 
of technology, that is one issue, but then we have to look at the prod 
ucts in themselves to see whether or not they would l>e eligible and 
whether we should agree to their export. It has been said in some in 
stances that we could significantly shorten the control list by looking 
at it in this light, particularly with respect to COCOM and the re 
stricted list that they have, but T am not so sure of that.

Until we would get into this study more and carefully go about it, 
as to how the broad view of the technology under question is applied 
to the products, the list may shorten in some respects and. on the other 
hand, it may also be added to significantly.

So, no, I do not agree with what has been said in this regard and 
I think we have to look at both.
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LICENSING PROCESS COMPLEXITIES

Mr. BIESTER. Thank you.
I suppose when one talks about numbers of licenses—I have seen the so-called flow chart, the process the licensee has to go through before he gets his license, and I think to characterize the flow chart 

defies the English language.
Is there an average time that a license spends at your shop and any 

way we could modify that f
Mr. CLEMENTS, Yes, I could give the graph for the record, but the substance of it is that 90 percent of these items that are presented to us are completed within 30 days. I think that is a significant number, 90 

percent within 30 days.
Mr. BIESTER. 90 percent on a dollfir volume ?
Mr. CLEMENTS. No; that is the number of items or number of licenses being applied for. It has nothing to do with dollars.

MILITARY EXPORTS AND THE ARAB BOYCOTT

Mr. BIESTER. My last question, Mr. Greenwald, or perhaps Secre tary Clements may wish to comment on it, I say this without a suffi cient background to even begin to predict the answer.
With respect to the weapons systems, are there American companies who sell military hardware to Israel who also sell military hardware to Arab States and thereby enable the Arab States to be selective in the application of the boycott?
Mr. GREENWALD. Certainly I would imagine that there are companies that are selling weapons in accordance with our regulations and re quirements and laws to perhaps the Israelis as well as the Arab States.I am not quite clear what you mean about allowing them to be selec tive. Do you mean selective among the companies ?
Mr. BIBSTER. Selective in the circumstances, yes.
Mr. GREENWALD. I assume their choice of companies relates to the programs and products that they are interested in rather than whether or not the companies sell to other people.
Mr. BIESTER. In other words the Arabs themselves do not apply the boycott in every instance and their rules and regulations may not be applied?
Afr. GREENWALD. As I suggested in my statement, what we are seek ing is an easing of the way in which it is being applied, and I think we have achieved some progress in that respect. I think this applies generally.
So, while the boycott is technically in place and technically operates in the way it is laid out in the rules and regulations, in fact in the practical application of it. there has been substantial modification and we think we can achieve further nrocress in this direction by working with them ouietlv nnd not through legislative action.
Mr. BURSTER. Is that your view also?
Mr. CLEMENTS. Yes. sir. I agree with that, also.
Chairman MORGAN. Mr. Zabloeki.
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EXPORT OF Xt'CLEAR REACTOR*

Mr. ZABI/M-KI. Thank you, Mr. Chairman.
Secretary Greenwald, you state that under the Mutual Security Act 

of 1954 the Secretary of State maintains controls to all destinations 
over the export of arms, ammunitions and implements of war and re 
lated technical data and manufacturing license agreements. Since we 
are particularly concerned in my subcommittee about nuclear prolifer 
ation, I am wondering if nuclear reactors come under the review of the 
Office of Munitions Control in the Department of State? Further, I 
might ask Secretary Clements to what extent does the Department of 
Defense get into the export of nuclear reactors ?

Mr. GREENWAIJX My understanding is the export of nuclear reactors 
for civilian purposes or peaceful uses is not subject to licensing under 
the Mutual Security Act.

Mr. ZARIXK-KI. Of course, the used fuel has the possibility of being 
recycled for plutonium, which then could I* used for military pur 
poses. Is that a concern of the department at all ?

Mr. GREEN WAM). I am sorry. I was addressing myself to the narrow 
question you put of the scope of the Mutual Security Act of 1954, and 
I don't think it falls under that. However, the question of export of 
nuclear reactors, nuclear material, or nuclear equipment is certainly 
a matter of concern to the Department of State, and it is something 
which is the subject of various discussions internationally as well as 
within the Government itself, as to how we should deal with the prob 
lem of exports of nuclear material that could conceivably be used for 
other than the civilian purpose for which it is intended.

Our mnin approach is through the Non-Proliferation Treaty and 
through the safeguards of the International Atomic Energy Agency. 
That is where our efforts are directed, rather than trying to control 
the export of nuclear material and nuclear reactors themselves.

CONTROLS ON xrCI.EAR EXPOIITS

Mr. ZABixx'Kr. We were advised yesterday by a Commissioner of 
the Xuclcar Regulatory Commission that we need to export highly 
enriched uranium and plutonium and other fissionale materials to 
countries for research and development. AVhat control do we have in 
that area?

Mr. GREEXWAUX Mv understanding of export enriched uranium, 
whether it is for use in power reactors or more highly enriched for 
research purposes, is that it is carefully controlled and that we have 
safeguard agreements with every institution or any body to which 
these nuclear materials are exported and we continue to monitor them. 
They have either direct controls, bilateral arrangements with the 
United States, or are subject to direct control by the atomic energy 
agencies.

Mr. ZABI-OTKT. You are aware of the IAEA and some of the safe 
guard controls. The IAEA is trying to strengthen the controls and 
safeguards.

Mr. GREEXWALD. Can we have the opportunity to submit an answer 
to the Congressman's question n^ore in detail because I don't have all 
the detail here with me, ?
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Mr. FINDLJET. Would the gentleman yield I
Mr. ZABLOCKI. I would be glad to.
Mr. FINDLEY. Would t* gentleman be willing to examine language 

pending before the Sul immittee on National Security on this very 
point about which hearings were held yesterday? Would you examine 
that as you prepare your response to Mr. Zablocki's question ?

Mr. GREENWALD. We will prepare our response in further detail in 
light of the discussions that took place yesterday.

[A Department of State official, Myron Kratzer, appeared before 
the committee on August 24 to discuss the proposed amendment, see 
page 560.]

[The committee print of the draft amendment follows:]
[Committee Print]

AMENDMENT TO THE DRAFT EXPORT ADMINISTRATION ACT AMENDMENTS or 1976 
Add the following; new section at the end of the bill:

NUCLEAB EXPORTS

Sec. ——. The Export Administration Act of 1989, as amended by this Act, 
is further amended by adding at the end thereof the following new section:

"M'CLEAB RXPORTS

"SEC. 15. (a) (1) The Congress finds that exports by the United States of nuclear 
material, equipment, and devices, if not properly regulated, could result In the 
imminent acquisition of nuclear explosive devices by an increasing number of 
countries, thereby adversely affecting the foreign policy objectives of the United 
States and undermining the principle of nuclear nonprolifcratlon agreed to by 
the United States as a signatory to the Treaty on the Non-Proliferation of Nuclear 
Weapons.

"(2) It is therefore tbe purpose of this section to Implement the policies stated 
in paragraphs (1) and (2) of section 8 of this Act by regulating the export of 
nuclear material, ennlnment flnd device* which could prove detrimental to United 
States national security and foreign policy objectives.

"(b) (1) No agreement for cooperation providing for the export of any nuclear 
material, equipment, or devices for civil uses may be entered into with any foreign 
country, and no amendment to or renewal of any such agreement may be agreed 
to, unless—

"(A) the agreement provides that its provisions concerning the reprocess 
ing of special nuclear material apply equally to all special nuclear material 
produced through the use of any nuclear reactor transferred under such 
agreement; and

"(B) the foreign country has agreed to permit the International Atomic 
Energy Agency to report to the United States, upon a request by the United 
States, on the status of all stocks of plutonium including spent fuel with 
Plutonium uranium 233, and highly enriched uranium which are held in 
storage by that country.

"(2) No license may be issued for tbe export of any nuclear reactor pursuant to 
an agreement for cooperation unless tbe Secretary of State certifies that the recipi 
ent country has agreed that the provisions of the agreement concerning the 
reprocessing of special nuclear material received from the United States shall 
apply equally to all special nuclear material, regardless of origin, produced in 
such reactor.

"(3) No license may be Issued for the export of any nuclear material, equip 
ment, or device, pursuant to any agreement for cooperation unless the Secretary 
of State certifies that the safeguards applicable to such material, equipment, or 
devices, and to any special nuclear material produced therefrom, provide for 
reliable, timely warning of any diversion of special nuclear material from peaceful 
nuclear activities to the manufacture of nuclear explosive devices. As used in 
this paragraph, the term 'reliable, timely warning' means notice to the United
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State* or to the Board of Governors of the International Atomic Energy Agency 
of the occurrence of such diversion not lens than fiO days prior to the earliest date 
on which manufacture of a nuclear exploHive device could be completed.".

EAST-WEST TRADE

Mr. ZABLOCKI. Now back to East-West trade.
There has been an assertion made that the Department of Defense 

under its authorities is seeking to protect U.S. security interests, while 
the State Department is seeking to enhance diplomatic relations or 
diplomatic objectives. This has led to differences over export regula 
tions and to ad hoc decisionmaking.

This is a serious problem. I ask both you, Mr. Clements and you, 
Secretary Greenwald.

Mr. CLEMENTS. Frankly, I have not found this to be a problem. We 
have a joint committee that is chaired by the Secretary of Commerce— 
I am a member, the Deputy Secretary of State is a member, Mr. Wil 
liam Simons, as the- Secretary of the Treasury is a member. There is a 
representative from the intelligence community on the committee. 
We have met regularly and discussed the issues before us in a very 
frank and open way, and some of the implied vested interest that 
you mentioned relating to the individual departments, these interests 
nave not been apparent in these meetings.

Cases have been essentially considered on the issue of national 
security and, frankly, we have not had a difficult time reaching our 
conclusions. Sometimes it has seemed to take longer than you would 
have thought, but in some instances at least there were very good 
reasons for this and it was perhaps a matter of procrastination rather 
than difficulty in reaching a decision.

Mr. GREENWALD. I agree entirely with what Secretary Clements has 
said. As in all matters requiring interdepartmental consultation and 
discussion, there may be some difference of approach, but that is the 
purpose of the interdepartmental machinery and. as he suggested, it 
has worked very well and we have resolved the differences.

What we are all looking at is the overall national interest and 
national security and all these various considerations that you men 
tioned obviously have to be taken into account. That is what goes on 
in these discussions, but there hasn't been any extraordinarily great 
difficulty in this field greater than we find in any economic or political 
subject for that matter where there are interdepartmental discussions.

EXPORT LICENSING DELAYS

Mr. ZABLOCKI. The GAO report also states that there are other 
delays, particalarly in the Advisory Committee on Export Policy. 
It says the unanimity rule procedures are time consuming and en 
courage delays. Why can't these procedures be changed ?

Mr. CLEMENTS. I personally think the process can be accelerated. I 
think that that intent is at the very heart of the Defense Science 
Board study. We would like to have time to work with the other 
departments and evolve a recommendation acceptable to all parties 
wherein it would result in an accelerated routine where these can be 
processed in a faster way.
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On the other hand, there are some of the more significant decisions 

which escalate up to the senior committee that do require very careful 
consideration and some of the delays that have not been understood 
outside the committee were well considered and were intentional.

Mr. ZABLOCKI. Is there any reason why they meet only once a week?
Mr. CLEMENTS. No, sir, there is not and that could be a part of our 

recommendation.
Mr, GREENWALD. I wasn't aware there was any limitation on it. But, 

if that is one, we will look into it and see if they can meet until the 
agenda has been dealt with.

Chairman MORGAN. Mr. Burke.

PROCEDURES FOR SCRUTINIZING EXPORTS

Mr. BURKE. Mr. Clements, how do we actually know, or how dp we 
go about insuring careful scrutiny over any of our export materials?

Mr. CLEMENTS. There are different checks that we have in regard to 
this as opposed to just this routine checking of the application for ex 
port license. There are other ways we can also check it. I personally 
do not feel that these procedures are adequate today. I think that we 
can improve them and this point is also made in the Defense Science 
Board study.

This is certainly one of the issues that we intend to address in our 
implementing of the study, and we have this under advisement right 
now because the procedures, as they are now enforced, are just not 
adequate to really do the job.

Mr. BURKE. Isn't it more essential now than ever before, in view of 
the Soviet buildup of their military capabilities ?

Mr. CLEMENTS. I am not sure I understand your question.
Mr. BURKE. Isn't it more important now that they be exposed to 

scrutiny than in the past in our view now of the Soviet buildup of its 
military might?

Mr. CLEMENTS. Yes, sir, we agree completely with that a r,J we also 
have a strong conviction that the technology exchange has become so 
important to where we have not been as careful as we should have been 
in the past in policing some of the third and even fourth country 
transactions where it is not a direct, bilateral relationship between 
United States and Soviets but it goes through either a third and fourth 
party.

EXPORTS TO WARSAW PACT NATIONS

Mr. BURKE. That is what I had in mind in determining what the 
other Warsaw Pact nations or perhaps some of the satellites of the 
Soviet Union might do.

Mr. CLEMENTS. Yes, sir, and we fully intend to strengthen these 
procedures and these overviews beyond where they have been up 
to now.

Mr. BURKE. Isn't it also true not only with strategic material but 
with strategic knowledge and information such as that deduced from 
computers, calculators, and other items that could be very useful to 
them?

Mr. CLEMENTS. Yes. sir. this is exactly risrht, and it really covers the- 
whole spectrum of electronics. This is where we think our greatest 
leakage has been.



20

Mr. BURKE. Getting back now to ordinary trade with the Soviet 
Union, how can we really trade or how can other countries trade with 
the Soviet Union when they have no hard currency arrangement with 
us? They trade in rubles, don't they ?

.Mr. GREENWALD. No; we do not trade in rubles. We receive hard 
currency, dollars, or Western currency, or gold in payment for our 
grain, for example. It is not done on credit, it is done with direct 
payments of convertible currency usable in the world, which is not 
what rubles are.

Mr. BURKE. Is dollar cash coming from the Soviet Union ?
Mr. GREENWALD. Yes.
Mr. BURKE. We don't know if the printing presses we gave them 

back in 1942 are helping them do it ?
Mr. GREENWALD. No, sir.
Mr. BURKE. It is not new currency ? '
Mr. GREENWALD. No, sir, they get their cash for products they sell, 

or gold sold on the world market. That is how we are paid for our 
grains.

Mr. BURKE. What about other materials? I know in China recently, 
that was one of the arguments the Chinese had in trading with the 
Soviet Union, that the Soviets would not trade in hard currency but 
traded usually in rubles.

Mr. GREENWAI,D. In the Soviet bloc, they use rubles with the 
Eastern European countries, and I suppose to the extent the Chinese 
are willing to accept them, but not in trade with ourselves or other 
Western countries. They have to have hard currencies, not rubles.

May I just add one point on this question of leakage or the .problem 
of assuring that things don't slip through our export controls. Our 
controls apply equally well to Eastern Europe and all Communist 
countries. I didn't know whether you were suggesting we have differ 
ent rules for some Eastern European countries and it might be trans 
ferred through them to the Soviet Union. The controls apply to them 
as well as to the Soviet Union.

Mr. BURKE. Hut we can't jret behind those countries very well and 
get accurate information. \Ve do, but now it must be more difficult 
than it has bven in the past because of some of the investigations that 
were made here in the Congress to get some- information we would 
like to get.

But, it is difficult, isn't it, really ?
Mr. GREENWALD. Yes; it is difficult, but we still have some intel-- 

ligence capability.
Mr. BXTRKE. The Soviets ultimately will open their doors wider if 

they want these thimrs bad enough, won't they ?
Mr. GREENWALD. They haven't agreed to end-use checks yot, if that 

is what you suggest, but we have some capability of finding out how 
it is used, whether for the purpose it was intended, or not.

Mr. BURKE. Thank you very much.
MODIFYING ARAB BOYCOTT PROCEDURES

Chairman MORGAN. Mr. Hamilton.
Mr. HAMILTON. Mr. Greenwald, I was interested in your observation 

on page 11 of your statement that we have had some success in the past
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yea'- in the modification of the boycott procedures. Specifically, what 
success have we had in modifying these boycott provisions?

Mr. GRKKNWALD. If I may. I would like to introduce Sidney Sober, 
Deputy Assistant Secretary for Near East and South Asia. He has 
been involved in these diplomatic endeavors.

Chairman MORGAN. Certainly.

STATEMENT OF SIDNEY SOBER, DEPUTY ASSISTANT SECRETARY 
FOR NEAR EAST LVD SOUTH ASIA AFFAIRS, DEPARTMENT OF 
STATE
Mr. SORKR. Mr. Hamilton, we have some successes which I would 

characterize as limited, and there is a long way to go. But I will go 
down some of the things done, not necessarily in any priority order 
but as thev occur to rne.

One, Mr. Greenwald mentioned, this was the subject of the Presi 
dent's statement last November on discrimination——

Mr. HAMILTON-. I am not asking what we have done; I am asking 
what modifications have occurred in the Arab boycott procedures?

Mr. SOBER. I understand.
Partly, at least, in response to things the administration has done, 

there have l>een responses with regard to this very troublesome issue 
of discrimination. Does it or doesn't it exist? And on this question we 
have had some very clear statements from Arab sources, from high 
official sources, both in public and in private, claiming that they do not 
discriminate on grounds of race, religion, ethnic origin and so forth, 
with regard to the application of the boycott.

With regard to some of the procedures that have been in use, there 
has been some notable progress achieved during the past year. Some 
changes have occurred with regard to language, for example, that have 
appeared us a matter of course in the past on shipping documents and 
letters of credit in which American suppliers were asked to certify 
certain negative things, for example, that a shipment which they were 
proposing to make to an Arab country did not contain any goods of 
Israeli origin or that a ship which was going to be used was not on 
the blacklist.

There has been some notable progress to eliminate this type of lan 
guage. It is not perfect by any means, but at least there has been some 
indication that we have had some success.

AMERICAN FIRMS ON ARAB "BLACKLIST"

We have also had some evidence—1 would rather not go into this 
in open session because it might tend to upset the progress that has 
been made—that a number of blacklisted American firms have been 
negotiating with Arab countries with regard to some possible col 
laboration, which would imply, if successful, eliminating these firms 
from the blacklist.

A number of American firms have reported to us that they have 
had some success in the past year with regard to negotiating con 
tracts, or other transactions with Arab countries, which do not make 
any explicit mention, as had been the rule for some years past, of 
conditions about applying the boycott.
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I would like to make one other statement which is somewhat mar 
ginal, Mr. Hamilton, but I think it is part of the whole package of 
problems with which we have had to deal. Again, coming back to 
discrimination—and I think there is a relationship to what the ad 
ministration has done and the position we have taken.

We were informed by the Saudi Arabian Embassy here last week 
that effective this week they are not requiring visa applicants to sub 
mit, as has been the rule for many years, written certificates to sup 
port the statement of their religion. This is a move, I would say, in 
the right direction. It does not remove the problem.

RELAXATION OF THE ARAB BOYCOTT?

Mr. HAMILTON. Is it your impression, generally, that the Arabs are 
moving to relax the boycott?

Mr. SOBER. I would say, in certain instances we have these indica 
tions; but if you say generally, no. I think the evidence is rather that 
complete elimination of the boycott is something they feel extremely 
strongly about for political grounds.

Mr. HAMILTON'. You say, in your statement this morning, you be 
lieve that further practical progress is likely. Is it your judgment that 
this progress is going to be similar to progress made in the past year, 
that is, in relatively small matters, nothing major?

Mr. SOBER. I think some of these are not so small. I think the im 
portant thing in the last year to note, Mr. Congressman——

Mr. HAMILTON". They are not large enough /or you to characterize 
as a relaxation of the Invycott?

Mr. SOBER. There are individual cases of relaxation, yes, sir. I would 
not call them a general relaxation.

I think what is important to note is there has been a rather intense 
activity by the administration, on the boycott.

We have done a numl>er of things. Mr. Greenwald noted, and I 
think, in response to some of these things, we have had a positive 
reaction.

PROPOSAL FOR STRONGER AXTIBOYCOTT LEGISLATION*

Mr. HAMILTON. May I shift a moment and ask p.nother question 
with regard to your statement where you characterize any proposal 
for stronger antiboycott legislation to be confrontational, Mr. Green 
wald? But suppose we enacted a stronger measure. We have a couple 
of proposals around. One is to make it unlawful for a U.S. company to 
comply with the boycott.

You also have the Stevenson amendment. Suppose one of those 
were enacted into law? This, I presume, you would call confronta 
tional. What does that mean? What will happen if that is enacted into 
law? What will happen in terms of our economic, political, military 
relationships with Saudi Arabia or any other states?

Mr. GREENWALD. This is really the crux. Mr. Hamilton, of the 
problem as we see it. The efforts we have been making that were 
described in the opening statement and Mr. Sober has expanded on 
have achieved some procrress. We are afraid that by highlighting the 
issue through new legislation the result will be to eliminate any possi-
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to a reversal or backlash; the result would then be a tightening up of 
the application rather than what we hope is a general process of some 
relaxation of the boycott.

More importantly, of course, the confrontational nature of it affects 
our ability, as you suggest, to deal with the broad political as well as 
the economic issues in our relations with the countries in the Middle 
East. That affects not only our political objectives in trying to get a 
longer term solution to the problem in the Middle East but, to bring 
it back to U.S. terms, will affect the ability of our own industry and 
our own labor to get the benefit of trade with countries in the Middle 
East.

EFFECTS OF ANTEBOYCOTT LEGISLATION

Mr. HAMILTON. Would you see, if one of these provisions were 
enacted into law, a major loss of business to the Middle East?

Mr. GREEN WALD. That is our judgment.
Mr. HAMILTON. Would you say, in a political sense, that the efforts 

of the United States toward mediation of the Middle East conflict 
would be substantially set back?

Mr. GRET.NWALD. In our view it would adversely affect our efforts 
to try to achieve a settlement in the Middle East.

Mr. HAMILTON. Mr. Clements.
Mr. CLEMENTS. I would like, for the record, to show that we want 

to respond in the Department of Defense to these last two issues. It 
would have a considerably adverse effect on many of our programs in 
this general area, with industry and with our own internal program, 
if those results were experienced as you outline them there.

It would have an adverse effect. Also, I think it needs to be noted, 
as the Secretary mentioned, that with the sensitivity of the area right 
now ns volatile as it is, this kind of action would, in our judgment, 
contribute to a sense of confrontation and would be counter 
productive.

Mr. HAMILTON-. Can yon be specific for me when you use the words 
"adverse effects?"

What do you mean by that ?
Mr. CLKMENTS. In my judgment it would bring about a deteriora 

tion of these relationships that we have been working hard to build 
with these various Arab countries, and I would specifically mention 
Syria, Saudi Arabia, Kuwait. Egypt, all of those countries with whom 
\v;> have been making considerable progress—particularly the State 
Department—through diplomatic channels as well as the support we 
have «riven their efforts in the directions where we are effective.

I am convinced this would have a detrimental effect to those 
relations.

ARAB BOYCOTT: A POLITICAL CONTEXT
Mr. SOBER. We have never found it possible to disassociate an eco- 

noi .!c action on the boycott from the political context. We have had a 
certain amount of success, as you know very well—we wish it were 
more—in the last couple of years in helping to move the Arab states 
and Israel toward some eventual peace settlement.
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We want very much to continue that effort, and we are dedicated to 
doing everything we can. We are quite sure that we have been able to 
have such success as we have had to date largely because the parties 
on both sides have had confidence in the goodwill of the United States 
and have been willing to permit us, if you will, to work with both 
fides.

With regard to the boycott, there is ample evidence that one or the 
other of the Arab countries hrve been concerned at what they have 
seen as a deliberate attack or campaign against them and have ex 
pressed to us their concern that further movement against them on 
the boycott would be taken as a sign of an unfriendly view of the 
United States with regard to them. I think it is inevitable that this is 
going to wash off in some negative way on the American effort to work 
with them and with Isniel on the peacemaking effort. To think other 
wise would be taking an enormous risk in the face of fairly clear 
statements they have given us.

Chairman MOIMUX. The time of the gentleman has expired.
Mr. Winn.

THE BOYCOTT AND A MIDDLE EAST PEACE

Mr. WINN. Thank you, Mr. Chairman.
Secretary Greenwald, on page 11, the last paragraph, you say:
However, it is also clear that the Arab governments are ,„>{ prepared to drop 

the boycott altogether except In the context of an overall peace settlement.

Is there any definite indication that they would drop the boycott if 
there was a definite peace settlement ?

Mr. GREENWALD. I think the answer to that is yes.
Mr. WINN. They have given you some definite indications of that?
Mr. GREENWAIJX They view the l>oyrott as a measure related to the 

state of war with Israel. It is a technique used by other countries in 
other circumstances, therefore, they relate it to their political and 
military position vis-a-vis Israel.

If we could achieve this long-term settlement, clearly, their economic, 
as well as political-military relations with Israel, would change and the 
boycott would no longer be relevant or applicable.

Mr. WINN. They said that or yon assume that ?
iVfr. SOBER. If I may comment on that, yes, they have said it in a 

variety of ways. I don't know that it hns l>een addressed in exactly the 
way your question was put, btit basically the Arabs maintain that they 
are justified in maintaining a boycott becauso there is a state of war. 
So it is a political boycott they say they are applying, and they say, 
under international law. that this is a justifiable weapon.

Well, in the absence of the state of war. the basis for the maintenance 
of the boycott would disappear, and I do not think they world argue 
that point.

TECHNOLOGY V8. PRODUCTS: EXPORT CONTROLS

Mr. WINN. Secretary Clements, do you agree with the Defense Sci 
ence, Board task force conclusion that t T.S. relations should be redrawn 
to focus on know-how rather than products ?

Mr. CLEMENTS. Mr. Winn, I commented on this at some length a little 
earlier.
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Mr. WINK. I am sorry I missed it.
Mr. CLKMKXTS. I do not think you can separate those two. This 

know-how or the technology involved is certainly linked to the end 
product or the hardware and hoth of these issues should IK> vejy care 
fully considered.

I don't think we have given the attention in the past to the basic 
technology we should have. I think all of us agre^ with that.

Nevertheless, we still need to consider the end products'and the 
hardware that comes out of the technology. So \ve have to look at both.

Mr. Wixx. Are you trying to devise any system where they can be 
separated or do you feel it is almost impossible?

Mr. CLKMKXTS. I think it is impossible, and I don't think they 
should l>e separated.

INDUSTRY IXITT TO COCOM MST

Mr. Wixx. Secretary Greenwald, I have Iwen wondering, listening 
to both of you talk, what input industry has in the revision of the 
COCOM list ? How much participation do they have*

Mr. GRKKXWALD. I think Secretary Clements answered that in re 
sponse to an earlier question.

In developing our position on the list or in exception cases we draw 
on our own expertise ir, the Government, as well as outside Govern 
ment, industry experts.

Mr. Wixx. Do other countries take industry with them to places 
like Paris and other places to participate in nefrotiations?

Mr. GRKKXWALO. Xo; to the best of my knowledge it is all Govern 
ment representatives, although there are positions from other coun 
tries as well as our own that may be based on knowledge from industry.

Mr. CLEMENTS. We do not feel the lack of input from industry or 
from outside technical sources, consultants, and so forth. These are 
readily available to us, and sometimes we get more of this than we 
would really like, so this just is no problem. There is a very open line 
of communication and you can be sure that industry as they are seek 
ing these export permits and trying to make these arrangements over 
seas, they are in touch with us. not only the particular company in 
volved, but several companies within the industry on a competitive 
basis. So I don't look upon this as a problem.

Mr. Wixx. Do our industries—are they forced to turn to other 
countries for timely publications of the COCOM list?

Mr. CLEMKNTS. I am not aware of that.
Mr. Wixx. There have been discussions, not formal allegations, that 

other countries' lists are more up to date than ours are.
Mr. CLEMKNTS. Dissemination of the information is readily avail 

able, and I have never heard this from any industry representative. 
And I don't think my associates have.

U.S. EXPORT CONTROL LIST

Mr. Wixx. Does the U.S. Government publish the list ?
Mr. GRKKXWALD. There is an export control list. The Department 

of Commerce publishes it and keeps it up to date.
Mr. Wixx. It is not in the Federal Register but a separate publica 

tion ?
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Mr. GREENWALD. I don't know whether it is a separate publication, 

but it is certainly available to the public generally and to industry.
Mr. CLEMENTS. Dr. Shields tells me one of the comments lie has 

heard from the side of industry is that the list is too long, too com 
plicated, and too involved, there is too much detail.

Mr. WINV. That is probably true.
Does the exporter have access to the list ?
Mr. CLEMENTS. Yes, sir. You are talking about the exporter-manu 

facturer company?
Mr. WINN. Yes.
Mr. CLEMENTS. Yes, sir, they do.
Mr. WINN. Thank you.
Thank you, Mr. Chairman.
Chairman MOROAN. Mr. Solarz.

IMPROVEMENTS TO EXPORT ADMINISTRATION ACT

Mr. SOLARZ. Thank you, Mr. Chairman.
Do either of you gentlemen have any suggestions to make concern 

ing possible improvements in this legislation, or are you basically 
calling for a simple extension of the authorization ?

Mr. CLEMENTS. May I go first, Mr. Congressman ?
Mr. SOLARZ. Surely.
Mr. CLEMENTS. Our position is that we are heavily engaged right 

now internally in studying it and we want to come forward with some 
suggestions but we are not ready right now.

Mr. SOLARZ. When do you think you will be ready?
Mr. CLEMENTS. May I consult—if you need a time, may I consult 

with my people here?

COMMITTEE MARKUP FLANS

Mr. SOLARZ. While they are consulting, could I ask the chairman 
if he could give us any sense of what the timetable is in terms of the 
committee's consideration of this legislation ?

Chairman MOROAN. We have 6 days of hearings scheduled, Mr. 
Solarz, and at the end of the 6 days' hearings, we will proceed with 
the markup.

Mr. SOLARZ. You expect to get to the markup before the July recess 
or afterwards?

Chairman MOROAN. I would imagine after the July recess.
Mr. SOLARZ. I would hope, Mr. Clements, you could coine forward 

with your recommendations before the committee begins its markup, 
hopefully before it completes the hearings.

Mr. CLEMENTS. As I understand it, the act expires in September, 
and in discussing this with Dr. Currie and Dr. Shields, they do not 
feel that we can have a compreh?nsive study completed by that time. 
So what we are really asking is to stay in communication with this 
committee to tell you what we have at that time but really we are 
asking for an extension.

Mr. GREENWALD. Mr. Chairman, as I understand the position, we 
are seeking a simple extension of the legislation without any sub 
stantial amendment. My understanding of what is being considered
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is some possibility of looking again at the penalties for violation of 
the export control regulations and that is the only matter as far as I 
know that is still pending.

For the rest 01 it, we are seeking no amendment whatsoever but a 
simple extension.

INTERDEPARTMENTAL DIFFERENCES ON EXPORT CONTROLS

Mr. SOLARZ. Could you tell us whether, in the consideration which 
you have given to these export licenses, there are many instances in 
which State and Defense have disagreed with respect to whether or 
not an export license should be granted ?

Mr. GREENWALD. Well, as I suggested earlier, in any kind of an 
interdepartmental consideration of any subject, export licenses or any 
thing else, there are likely to be differences. If there weren't differ 
ences, we wouldn't need interdepartmental consultation.

Mr. SOLARZ. Were there any differences ?
Mr. GREKNWALD. I am sure over the past years there have been 

some.
Mr. SOLARZ. Could you give us examples of what they were?
Mr. GREENWALD. I am afraid I don't have specific examples.
Mr. SOLARZ. Could you supply them for the record?
Mr. GREKXWALD. Specific cases where we differed?
Mr. SOLARZ. Yes; and the basis of the difference.
Mr. GREEXWALD. If it is unclassified, yes.
Mr. SOLARZ. I think we can receive information on a classified basis. 

Wo can't make any promises it will remain that way, but I think 
we are entitled to receive it.

[A portion of the information submitted is classified, and there 
fore has been retained in the committee files. An unclassified version 
of the response follows:]

DEPARTMENT OK STATE,
Waithingfrni, D.C, 

Hon. THOMAS E. MOROA.V,
Chairman-, HHUW Inti'mational Relations Committee. 
Jloute itf Nrpn'KcntatircH.

PKAB MB. CHAIRMAN: In the course of my testimony before the International 
Relations Committee I was nuked whether there have been many instances in 
which the State and Defense Departments have disagreed with respect to action 
on an «>xport license. I undertook to provide for the record examples of cases 
involving Niich differences. The cases in question—which are very few—involve 
COOOM matters that themselves ore necessarily handled on a classified basis. 
Therefore, I am providing you separately a classified report on such cases. I be 
lieve, however, that some additional information on how decision on export 
licenses and exceptions requests are reached may IK* useful to the Committee.

Congressman S ilarz' questions ooth ro me and to Secretary Clements ap 
peared to deal with t'.S. t'Xiwrt license cases, These cases, to the extent that 
interdepartmental consideration is required, and handled within the interdepart 
mental committee which advises the Department of Commerce on export control 
actions. As yon are aware, the Department of Commerce has established succes 
sive levels of interdepartmental committees culminating in the Export Admini 
stration Review Board chaired by the Secretary of Commerce.

While differing advice may be supplied to Commerce by the State and De 
fense representatives in the staff level committee which examines export licensing 
cases, the issue is whether differences are serious enough to IK? appealed and 
•wiisidered at the top level hy the Export Administration Review Board. While 
a few socially imjiortant cases have been referred to the Board for its review 
(including some that because of iiolicy complexity were not previously examined
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at subordinate levels) and while differing views were expressed in the discus 
sion at that level, agreement on the action to be taktn in each case has 
been reached and there has not been the necessity to refer a split position to 
the President for resolution in recent years.

Although Congressman Solarz' questions related to U.S. export licensing, 
there in also the question of the U.S. position to be taken on exception requests 
presented in COCOM by other participating countries. Exceptions presented by 
the I'nittd State* are of course first approved within the U.S. Government 
through the Department of Commerce advisory procedures. Caws introduced 
by other COCOM member countries are documented by them and sent to each of 
the participating governments, including the United States, for approval.

The procedure for reaching a U.S. Government position on a COCOM exception 
case presented by another country is carried out through the Economic Defense 
Advisory Committee which is chaired by the Department of State and includes 
as advisory members representatives of Commerce, Defense, ERDA, and other 
Interested agencies as appropriate. Like the Commerce Committee structure, the 
Economic Defense Advisory Committee structure provides for ap]>eals and 
reviews of agency differences at successive levels. There is not always agreement 
on the U.S. position to be taken on such COCOM cases, but the Dejwrtinent of 
State attempts to develop the necessary technical evaluation and substantive 
position through a consensus at the interdepartmental staff level to the extent 
it is possible. As in the case of the Commerce Department review of U.S. export 
licensing cases, the critical element is whether an agency feels strongly enough 
to appeal a decision by the Department of State in instances where a consensus 
is not possible.

The agreed interdepartmental guidelines in these matters provide that the 
Department of State, us the agency having lioth the resjioiisihility for administer 
ing the Battle Act and generally for instructing U.S. delegates In international 
negotiations, may determine the position to '>e taken in disagreed cases if a 
dissenting agency elects not to npi>eal to a higher level. Such determinations 
occur infrequently.

We have reviewed 218 requests for exceptions to the COCOM embargo sub 
mitted by countries other than the United States from January 1. 1976 through 
June 16 1976. During this period there was only one case in which a U.S. position 
of "no abjection" was registered in COCOM despite Defense recommendation to 
the contrary. Defense did not appeal the decision taken for other relevant reasons 
in this case.

Of the 21ft cases, the United States approved or approved with conditions 167, 
approved portions and objected to imrtions of two other cases, and objected to 11 
compile cases. Th»% remainder are still landing.

I nope this will be a helpful explanation.
I would like also to re-emphasize a point which I made in response to the 

criticism by industry representatives to the effect that they do not have access 
to the COOOM list and therefore cannot tell whi'-h lt»m« may or mn v not be 
traded. The Department of Commerce export administration list Includes n 
number of items going beyond the agreed COCOM list. However, It is possible 
by reference to the interpretive key explaining the list to determine which items 
are under control by Commerce by virtue of their inclusion in the COCOM list. 
Moreover, the other COCOM countries whose controls are Identical with the 
agreed COCOM controls themselves in fact publish a national control list thnt 
Is identical with the COCOM control list. Thus the business community should 
have prompt and ready access to the authoritative version of the control
categories. JOSEPH A. GREKNWAI.I>.

A*si*tant Secretary for Kcnnnmtr nnA Ru*ine** Affair*. 

NOD OPPOSITION TO CERTAIN EXli»Jtf»

Mr. SOT,ARZ. Secretary Clements, is your memory perhaps better on 
this question?

Mr. (YKVKXTS. Mr. Congressman, mv memory is perhaps a little 
bettor boon."sr» T wa« on the receiving end of negative votes so perhaps 
I was more impressed than State.
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Mr. SOLARZ. Whirh side of the issue were you on, favoring the li 
cense or opposition ?

Mr. (YKMKXTS. We were, over the period of several years, in the 
position of taking an adverse position to some of the suggested 
exports.

Now, I want to be sure it is understood there are different levels at 
which this is manifested—at lower staff levels and then there is an 
intermediate level of the interagency group and then I am talking 
alnmt the senior review group which is chaired by the Secretary of 
Commerce and represented by the Deputy Secretary of State.

Xow, over a period Qf time we could voice dissent within that com 
mittee, hut the State Department had the last say, so to speak, and 
their vote was the only one that really counted. We had. in the final 
analysis, a recourse to the President, and that was used with great 
cure and only occasionally.

Mr. SOLARSC. I appreciate the response. Mr. Secretary. I think it 
would be very helpful if this information could be supplied, if you 
could give us for the record where Defense differed from State, where 
you carried the appeal and what the basis for the disagreement was.

Mr. (YKMKNTS. We can. But the conclusion of my remarks should 
be known that this problcMii in my judgment no longerexists and under 
the present procedures, which is in accordance with the Jackson 
amendment, which was passed about 18 months ago, I believe, this 
situation has corrected itself and we haven't had these kind of differ 
ences lately.

Mr. SOJ.AUZ. T appreciate the response.
If you could get it into the record before we mark up the bill, it 

would bo helpful.
THE ARAB BOYCOTT

One final rjuestion on the boycott.
Mr. Sober. I wonder if you could give us any idea, if you have the 

information, as to the total number of American firms that specifically 
have refrained from doing business with Israel because of the boycott 
and, second, are you in a position to give us any kind of a judgment 
as to the ("•nnoinic impact on Israel of the Arab boycott ?

Mr. SO«»KR. We don't have any way to measure with any degree 
of exactitude how many American firms might have refrained from 
doing business with Israel because of concern on something like this.

We have tried to clarify what I think is a common misconception. 
Mr. Solarx, in this regard. I think a number of American firms, with 
all of the suddenly increased attention in the past year, came to the 
conclusion ti, n f jf they did business with Israel, they are going to 
find themselves on the Arab blacklist.

Our understanding of the way in which the Arabs administer the 
boycott is not in accord with such an understanding, or misunderstand 
ing. A normal commercial "relationship with Israel does not give rise 
to putting a company on the blacklist. There are thousands of Ameri 
can firms which continue to sell to Israel and there is no danger about 
tlieir being on the blacklist.

Mr. SOLARX. What gets them on the blacklist ?
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Mr. SOBER. There are a number of criteria, and I could run down the 
types of things which the Arabs say will subject a firm to blacklisting. 

Chairman MORGAN. The time of the gentleman has expired. 
Mr. SOBER. We can put this in the record. 
[The information, subsequently submitted, follows:]

DEPARTMENT OF STATE, 
Washington, B.C., June HI, 1976. 

Hon. THOMAS E. MORGAN,
Chairman, Hnu»c International Relations Committee, 
House of Representatives.

DEAR MR. CHAIRMAN : During the hearing* on June 8, 1976, I>efore your 
Committee on the renewal of the Export Administration Act, the Dejuirtment of 
State was asked to cite examples of actions by American firms which could sub 
ject them to blacklisting under the Arab League's Iwycott of Israel. Your Com 
mittee iilso asked for comment on the effect on Israel of this boycott.

Enclosed is a list of the types of actions which are purported to be causes for 
blacklisting under the general principles of the Arab boycott. The list, while 
drawn from Arab publications, does not reflect a full picture of actual enforce 
ment by individual members of the Arab League. The Aral) boycott has not been 
uniformly administered among the participating Arab countries; nor is enforce 
ment uniform even within particular countries. Individual countries observing 
the boycott have weighed their respective national interests generally and in the 
context of specific dealings with foreign firms. In many respects, enforcement 
responsibility is left to importers or to other businessmen in the resi>eotive coun 
tries. As Indicated by the asserted causes for blacklisting, many aspects of the 
boycott cannot be enforced easily, if at all.

We do not have a very clear measure of how much the Arab boycott may have 
impacted on the Israeli economy. In general, Israel has enjoyed record economic 
growth over the twenty-five years during which the boycott has been in effect. At 
the same time, the boycott undoubtedly has deterred investment by some firms and 
caused other firms to insist on doing business quietly through intermediaries in 
order to avoid boycott complications. The following trade statistics indicnte, how 
ever, that U.S. exports to Israel have continued to rise in recent years. The U.S. 
share of the Israeli market, which declined in the early 1970's lias rebounded in 
the most recent year (1975) for which statistics are available.

(Dollar amount! in million*)

Year

1972............... ...
1973....... ............................
1974..... ........
1975.............................. ..

U.S. exports 
to Israel

................... $557

................. 960

................... 1,200
.................. 1,550

Total Israeli 
imports

$2,470
4,240
5,390

> 5. 770

U.S. share 
(percent)

23
23
22
27

1 Estimated.

Also, Israel's Central Bureau of Statistics figures Indicate that total invest 
ment in Israel, Including a large shart- of foreign Inrestment. r.»eie by 18 percent 
in 1075. We believe that a substantial share of the foreign investment comes 
from the United States. 

Sincerely yours,
ROBERT J. MCOLOSKEY,

Assistant Secretary for Congressional Relations. 
Enclosure.

ACTIONS BY AMERICAN AND OTHER FOREIGN FIRMS WHICH ARE SAID To SUBJECT 
THEM TO BLACKLISTING UNDER THE ARAB BOYCOTT OF ISRAEL

I. Manufacturing and Trading Companies. The following activities are 
forbidden:

A. Establishing factories or assembly plants in Israel; 
B. Establishing general agencies or main offices in Israel for Middle East 

operations;
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C. The use of a company's name or a manufacturing license by an Israeli 

firm;
D. Holding chares of an Israeli firm;
E. Rendering technical or consultative services to Israeli factories;
F. Membership in a foreign-Israeli chamber of commerce;
G. Being agents of Israeli firms or principal importers of Israeli products;
H. Prospecting for natural resources in Israel;
I. Refusing to reply to a questionnaire from the boycott authorities; and
J. Using in their own products, parts or materials produced by a black 

listed firm.
II. Ships:

A. Calling on an Arab and Israeli port on the same round trip (tourist 
ships excepted) ;

B. Transporting material helpful tp the Israeli war effort;
C. Being chartered to Israeli companies;
I). Transporting Israeli industrial, commercial, or agricultural products;
E. Transporting Jewish immigrants to Israel: and
F. Refusing to present manifests of shipments off-loaded at Israeli ports.

III. Banks:
A. Making loans to Israeli firms which assist major military, industrial, 

or agricultural projects;
B. Distributing or promoting the sale of Israeli bonds;
C. Establishing firms In Israel; nnd
I). Investing in firms which also have Israeli capital, either in or out 

of Israel.
IV. Films, Motion Picture Companies, and Performers:

A. Production of films that distort Arab history, promote Israeli or 
Zionist propaganda, feature Israeli or pro-Zionist performers, are, photo 
graphed in Israel, or are of Israeli production;

B. Motion picture nnd television companies that, after being warned, 
continue to produce films as described in A (above) or invest in Israeli 
companies.

Chairman MORGAN*. Mr. Oilman. 
Mr. OILMAN. Thank YOU, Mr. Chairman.
Pursuing the question raised by the gentleman from Kansas, Mr. 

Winn, Mr. Greenwald, in your statement, you state:
AH actions nnd decisions by (TK'OM are confidential by agreement, including 

the lists of controlled commodities.

r.s. ixnrsTRY AND THK COCOM LIST

My recollection is that one of the complaints by industry is that 
the Government doesn't provide them with access to the COCOM 
list—not the U.S. control list—but the COCOM list, while, other 
members do provide it to their exporters.

Is that the case?
Mr. GIIKKNWALD. Mi 1 . Congressman, my understanding is that we 

have an export control list that goes beyond the internationally agreed 
list and we don't distinguish on that list as to which are COCOM and 
which are United States. They are all subject to our restrictions.

Mr. OILMAN. Is there a ('OCOM list that is separate and apart from 
the U.S. control list?

Mr. GREENWALD. There is an agreed international control list.
Mr. OILMAN. Is that known as the COCOM list ?
Mr. GRKRNWALD. Yes.
Mr. OILMAN. Is that list made available to the exporters ?
Mr. ORKKNWAI.D. It is made available publicly in the United States 

in the context of our total export control list.



32

Mr. GILMAX. Are there items on the COCOM list that are not on the 
U.S. export list?

Mr. GREENWALD. No, it goes the other way. We have on our list 
everything in the COCOM list plus some items we control unilaterally.

Mr. OILMAN. Then this objection we hear is invalid, is that what you 
are say ing?

Mr. GREENWAU). As far as I understand.
Mr. OILMAN. There is no basis for it ?
Mr. GRRENWALD. No basis at all.

STATUS OF COCOM DECISIONS

Mr. OILMAN. With regard to COCOM decisions. State has testified 
previously that member countries have no legal obligations to COCOM 
and that each government makes find implements its own decisions. 
Since national laws and export policies are not uniform, how can the 
United States be confident a COCOM decision will be honored uni 
formly by the participant nations ?

Mr. GREEXWALD. Mr. Congressman, as you suggest, this is not a legal, 
binding obligation in the usual sense of a treaty. We do to some extent 
have to depend on the good faith cooperation of the member states, 
but we also have the possibility for checking on their own actions, but 
that is primarily their own responsibility. We receive some information 
about it and there are opportunities to discuss COCOM enforcement 
procedures.

We hnve n separate body dealing with enforcement and compliance 
on an international basis. One of the points in the GAO report I think 
had to do with exactly the questions you are asking, and we are looking 
into that to see whether we can make it more effective.

Mr. GILMAN. What sort of enforcement procedure is that?
Mr. GREEXWALD. Our own; each country does it nationally. There 

are discussions among people responsible for enforcement and com 
pliance in each one of the member states, so you see how they go about 
it and exchange information.

Mr. OILMAN. If one nation doesn't agree the enforcement is being 
properly enforced in the other nation, what remedy do they have 
available?

Mr. GRKENWALD. I think all it can be is friendly persuasion,

CHEATING ON COCOM CONTROLS

Mr. OILMAN. Don't some countries, especially our own Nation, lose 
out in export by occasionally cheating, as industry spokesmen claim ?

Mr. GREENWALD. That goes back to the basic question you asked, are 
all the countries applying the COCOM rules and regulations exactly 
the same way. To the extent we can possibly achieve that, that is what 
we have tried to do over the years.

Since it is, however, being done on a national basis and neither a 
formal treaty nor international obligations are involved, there is no 
way you can enforce it in the same way you can a treaty. We do the 
best we can to make sure there is no what you call cheating and to the 
extent possible that all the governments are observing the COCOM
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rules in the same way so that everyone is on more or less the same 
footing.

We are at a disadvantage, to come back to your earlier question, 
when our list is longer than the other countries. If we unilaterally 
apply restrictions that other countries don't, we can't complain if 
others ship items not on the COCOM list.

Mr. GILMAN. Is that done by anyone else?
Mr. GREENWALD. I suppose you would have sales that could not be 

made by an American firm, but could be made by a competitor.
Chairman MORGAN. The time of the gentleman has expired.
Mr. Bingham.

THE ADMINISTRATION TIMETABLE ON EXPORT CONTROLS

Mr. BINOIIAM. Thank you, Mr. Chairman.
Secretary Clements, I am not given to upbraiding executive branch 

agencies, but honestly, I am shocked at the timetable that you have 
outlined to us. The subcommittee which I chair, the Subcommittee 
on International Trade and Commerce, had hearings on this subject 
last March. We went over all this ground; we heard from industry, 
heard in detail complaints industry had. And we will get more of them 
this week.

You have this really comprehensive report by the board which was 
outlined to us on IVfarch 30, and yet, you now are telling us that you 
have set up a steering group under Mr. Currie's leadership to study 
this report and to come up with recommendations for possible legis 
lation by September. You state that on page 8 of your statement.

You know this legislation comes up for renewal in September. You 
know how long it takes to get legislation tl rough. It simply is not 
possible for this committee to delay its markup to September. We will 
be in a position of having to go ahead with the legislation as best we 
ran without knowing what your recommendations are.

I understand Mr. dime has been recently given some enormous new 
responsibilities and perhaps the problem is that he just is too busy to 
be chairman of this steering group. But I must say that I think in 
view of the fact you have known this was coming—we had these hear- 
ings back 3 months ago—it is incredible you are tellinjr us today 
you are just getting around to setting up a steering group to come up 
with the answers. We will have to operate as best we can without the 
advice of the Defense Department.

Mr. CLEMENTS. Your position is well taken, and I am sympathetic 
to it. I would like us to have an opportunity of taking another view of 
how soon we can get this out to you. I am not sure, it is an interagency 
group. It is not just the Department of Defense that is affected, and 
the coordination within the interagency group within the time frame 
between now and September, considering the detail that we have to 
address, is not very long. But I should like, with your permission, to 
look at this and see what we can do about it.

Mr. BivmiAM. Thank you. I hope you will; it is in your own inter 
est to do it.

The legislative process will be proceeding, and we won't have your 
views.
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Mr. CLEMENTS. I was not aware of the time urgency and the dates 
i hat you were talking nlx>ut until this morning.

Mi1 . BINT.IIAM. I don't believe you testified before the subcommittee, 
but certainly other representatives of the Department of Defense did 
and all the other departments that take part in this process testified, so 
the administration itself has been well aware at the top.

Mr. OLKMKXTS. We will see what we can do.

THE ARAB BOYCOTT

Mr. BINGHAM. One question in the area of the Arab boycott.
Mr. Sober, could you tell us if there has been any shift in the atti 

tude of Egypt on the boycott since the second agreement in the Sinai 
was reached ?

Mr. SOBER. Each member of the Arab League applies the Arab boy 
cott in its own way. They do get guidance that comes out of intermin- 
isterial, intergovernmental meetings, but each country has its own list 
and each will be guided by its own view, sometimes differing because 
of its national interest.

Egypt certainly fits into that category.
Mr. Bingham, I hope you will understand if I say I would rather 

not in open session go into any detailed discussion of this point, I 
don't mean to lead you to make any assumptions, but unfortunately 
because of the sensitivity, the high political content and the way in 
which the boycott is applied, undue publicity tends to deter countries 
and firms which would like to do something which is not normal, if 
yon will, toward casing the boycott. And I would like to say that 
Egypt is aware of its interest.

On the other hand. Egypt is a member in good standing of the Arab 
community, and there is a problem it faces, such as any Arab country 
would face, in the desire to do something that is not normally a part 
of the boycott procedure.

POSITION ON AXTlBOYCOTT AMENDMENT

Mr. B'NoiiAM. I understand your concern and problem with regard 
to publicity.

Do your comments in this regard <ro to the merits of a legislative 
proposal, such as I understand the Stevenson amendment to be, that 
is directed at total disclosure of company activities?

Mr. Souri:. Yes; it would. That is one of the features that we do feel 
is not necessary at this time and is part of the reason why the ad 
ministration fei>1s that i>o additional legislation on this subject is neces 
sary or desirable a. this time.

If I can comment on the point about disclosure, as you know, the 
administration h;«s moved within the past year to require e\i>orters 
to report to the Commerce Department, which administers the act, as 
to how they have responded to a boycott questionnaire. That is an 
important new addition to the requirement which the administration 
has brought into effect during this last year.

I,*et me note one possible etfect of disclosure which gives us some 
concert'. We understand the purpose* that Congressmen may have in 
seeking public disclosure. We also note that for a firm to disclose and
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have it reported that it has not complied with a boycott request may 
indeed make it more possible for the boycott administrators to take 
action against that particular firm. This is one of the fallout effects 
for ,vhich we oppose the proposed requirement of public disclosure.

We think it would have a different effect than what the sponsors 
would wish.

Mr. HINUIIAM. Is there also a problem that countries which are sup 
posedly adhering to the boycott don't want much publicity about the 
fact that they are dealing with firms on the blacklist ?

Mr. SOBER. That is absolutely true, and if there is anything which 
would turn around the progress which bus been achieved in this par 
ticular regard, it is that type of publicity because it would take a 
very rare case for an Arab country to wish to be singled out as going 
its way even if it meant not going along with the boycott procedure.

Chairman MOIMIAN. The time of the gentleman has expired.
Mr. Kindlcy.

TIMING OF ADMINISTRATION RECOMMENDATION

Mr. FINDLKV. I will put on a bipartisan basis the concern which Mr. 
Bingham has expressed about the timetable. I am puzzled, as to why 
the executive branch, on the eve of the expiration of the act, has not 
come forward with recommendations. And I am sure the administra 
tion has been aware of it.

If it is not, then we have really great cause for concern. Over the 
years the administration hus not been shy or reluctant about trying 
io influence the course of legislation, yet. that does appear to have 
been the posture here.

Can any of you shed any light on why this strange situation is be 
fore us?

Mr. ('MOMENTS. Let me try, Mr. Findley.
1 did not realize the time, urgency of your schedule until this morn 

ing. Dr. Ciirrie didn't either and neither did Roger Shields in the 
sense that we were addressing the procedural aspects, the process, 
the system, if you will, in the implementation of this Defense Science 
Hoard report internally within the system.

Mr. KINDLEv. Hut you surely knew the Export Administration Act 
with which the report dealt was expiring?

Mr. CLEMENTS. You tell me I surely should, but I didn't.
I am sorry, but we didn't. So, in a quick little aside here with Dr. 

dime and Dr. Shields, I think we can come up with some recommen 
dations with respect to the legislation as opposed to the process within 
the system, which is a completely different matter. We will try to 
work that through the interagency group and get it coordinated anr) 
get hack over here to you in a timely fashion.

CONGRESSIONAL INITIATIVE ON EXPORT CONTROLS

Mr. FINDLEY. I don't want to leave the wrong impression. I think 
it is great for the Congress ro initiate legislation, and I think we have 
had some excel lent initiatives in this committee.

We restructured the Foreign Aid Act, and this committee was 
largely responsible for drafting the War Powers Resolution, so maybe 
this is part of the trend we can expect in the future.



36
*

Dr. Greenwald, let me ask—I believe this is largely your domain— 
is there anything in the Export Administration Act which you feel 
needs to be ch anged in regard to food exports ?

Mr. GREENWALD. I am not aware that there is any change required. 
You said food exports?

Mr. FINDLEY. Yes.
Mr. GREENWALD. You are thinking of the short supply provisions ?
Mr. FINDLEY. That is right.
Mr. GREENWALD. I would have to confess I have not examined that 

recently, but my understanding is we consider the present provisions 
are adequate to deal with the problems that we have had or that we 
may have in the future with respect to the need for export control 
under extraordinary circumstances.

You are talking about the short supply provisions and not the 
strategic controls ?

Mr. FINDLEY. Yes.
Mr. GREENWALD. As far as I know we have taken a look at those and 

consider that they are satisfactory in their present form.

CONVERTIBILITY OF EASTERN EUROPEAN CURRENCIES

Mr. FINDLEY. May I ask, Mr. Greenwald, we were discussing a few 
minutes ago the nonconvertibility of the ruble. Are there any of the 
pact currencies that are convertible to any extent outside the pact?

Mr. GREEXWALD. To the best of my knowledge, not in the sense of 
the Western convertibility; they are not freely convertible in Western 
Europe. There is the black market. Some are available in European 
currency markets, but not at an official rate.

No currencies are supposed to leave the country or be exchanged 
except nt the official rate.

Mr. FINDLKY. Is that tme of Yugoslavia?
Mr. GREEXWALD. No; I was thinking of the other countries. Yugo 

slavia is a little closer.
Mr. FIM>IJCY. Does that apply in the case of Poland?
Mr. GREEXWALD. T don't think it applies in the case of Poland.
Chairman MORGAN. Mr. Wolff.

THE FRC AND EXPORT CONTROLS

Mr. WOLFF. Secretary Clements, on the last page of your statement, 
you say:

We are retarding the growth of the Warsaw Pact and PRO military capa 
bilities, contributing to the success of our deterrent strategy and reducing the 
expenditures we must make for our deft n«e.

As part of that senior review board have you been privy to any 
of the, conversations relative to military or defense-related equipment 
sales to the PRC?

Mr. CLEMENTS. No, sir, that has not been a subject of this group 
at all.

Mr. WOLFF. It lias not been a subject at all ?
Mr. CLEMENTS. No. sir, it has not.
Mr. WOLFF. Mr. Greenwald.
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Mr. GREEXWAU>. No, sir, as far as I know that is something I read 
about in the newspaper, no discussion in the State Department.

Mr. WOLKF. It seems to me there has been a lot of discussion, and 
here you two sit on a very important board that makes the decision 
as to whether we should sell military equipment to these people and 
while the whole world is talking, you have held no discussions.

Have discussions been held within the Defense Department?
Mr. CLEMENTS. No, sir, there have not been. I want it clear in the 

first instance I am replying with regard to the review group that has 
to do with export of these items which we have been discussing this 
morning that is chaired by the Secretary of Commerce, which I re 
ferred to on several occasions. There has been no discussion in that 
group whatsoever.

Mr. WOI.FF. Have there been discussions within the Defense De 
partment itself that you are aware of?

INDUSTRIAL EXPORTS TO CHINA

Mr. CLEMENTS. If you are talking in terms now of the normal in 
dustrial-type exports to China, that is another issue, but you specifi 
cally mentioned military hardware.

Air. AVoLFF. I said defense or defense related, which would have an 
end use capability.

Mr. CLEMENTS. That is a little different if they are dual-use items.
Mr. AVoi.FF. Unfortunately, in these hearings we may get confusing 

answers l>ecause wo not only don't know the answer, we don't know 
the specific question to ask.

Part of the problem is that, I understand discussions have been 
held relative to the sule of equipment, that could have military ap 
plications in radar, communications equipment, and the like.

Mr. CLKMKNTS. I apologize because I misunderstood your question.
The answer is yes to this last. There have been some instances, some 

cases, where this has come up and when; that particular equipment 
being considered might have a military end use and that has been dis 
cussed. Hut that WHS different than what I thought you asked in the 
first place.

Mr. AA'oi.KF. Have any decisions been reached on that yet?
Mr. CLEMENTS. Yes. sir, some decisions have been made. Some have 

been favorable ami some negative.
Mr. WOI.FF. AVould you furnish for the committee either on a 

classified or unclassified basis that information?
Mr. CLEMENTS. Yes. we will be happy to.
[The information subsequently submitted, is of a classified nature, 

and therefore retained in the committee files.]

EXPORTS TO ITALY

Mr. AA'OLFF. Another area I want to go to, has this committee, the 
senior review Ixmrd. had any discussions relative to the question of 
Italy, should in the next e'ections Italy become a Communist govern 
ment. Mr. Greenwald?

Mr. (tREENWALi). Mr. Congressman, as far as we are concerned the 
Italian Government is participating in the NATO Alliance and
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COCOM operations, and any speculation of v>-hat the future position 
of Italy may be is not what we would consider particularly fruitful at 
this time.

Mr. WOLFF. You have no contingency planning?
Mr. (iREEXwALi). Xo contingency planning in the sense we will decide 

or think about what the position of Italy might be under different 
circumstances.

Mr. WOLFF. The Secretary of State has made statements relative to 
this event—wouldn't it be logical there would be some planning?

Mr. GREEXWALD. To the extent people have queried the Secretary of 
State on what his view is with respect to the Government of ItaV. he 
stated his position that it would have an effect on our bilateral rela 
tions and the relations in the alliance. But any contingency planning 
for export controls, as it might affect——

Mr. WOI.FF. It would seem to me that we would be taking some steps 
to have some plans in mind in the event that a decision that was basi 
cally antithetical to our interests was made by the Italian people.

Air. (iKKK.xwALi). The Secretary of State has made it clear that any 
susbtantial number of Communists in the Italian Government would 
jiffect our relations. But we have not come to any conclusion that will 
be the outcome of the elections.

As a matter of fact, we devoutly hope it will not be. At this stage 
there certainly is no kind of contingency planning relating to the 
Kxport Administration Act or any other specific aspect of our trading 
i elations with Italy.

MONITORING KXPORT LICENSES

Air. WOI.FF. Do you gentlemen of this review board monitor the 
licensees after they have been processed down the line and granted the 
license?

Mr. GREENWALD. We have a system of following the sale of partic 
ular goods that have been licensed, particularly where there is a dual 
use item where the license has been granted on the use that it is to be 
put. We do our best to monitor that use to make sure it is consistent 
with the basis on which the license was granted.

Mr. CLEMENTS. Mr. Wolff, in some particular cases that we consider 
especially sensitive, we have safeguards built into the arrangement in 
the beginning on the understanding that we will either have periodic 
inspections of the use. of the equipment or we will have a maintenance 
arrangement about the equipment.

Mr. WOLFF. Does that also apply to conditions of sale ?
Mr. CLEMENTS. Yes, sir, it actually becomes a part of the sales' 

agreement.
Mr. WOLFF. I know my time is up, but I would like to ask one further 

question.
EXPORT SALES AND BRIBERY

With that in mind, the recent allegations made relative to excesses 
or conditions of sale relative to possible attempts at bribery and the 
like, I wonder what effect do you think this will have on us in the 
future so far as our ability to sell, or the security arrangements we 
might have with some of these nations that are involved ?
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Mr. GREENWALD. If you are talking about the kind of issue that has 
arisen in connection with what is called unusual or questionable pay 
ments, we have made it clear that we consider this is not either neces 
sary or a desirable way to conduct business.

As you know, the President has established an interdepartmental 
committee under Secretary Richardson to look into that. In addition, 
I think there have been some——

Mr. WOLFF. Will it have any effect on future licensing?
Mr. (iRKKNWAM). Export control licensing?
Mr. WOI.KF. Yes.
Mr. GRKKXWAU). As far as I know our criteria will continue to relate 

to national security and won't necessarily be affected by this.
The kind of measures we are taking to deal with the corruption and 

bribery issues. We have proposed an international agreement to take 
care of that.

Mr. WOLFF. Doesn't it affect our national security when we have 
people who are conditioned by these charges, prior to their purchase, 
changing their purchase over to someone else ?

Mr. GRKKNWAM). We are certainly concerned to insure that the effect 
of these disclosures, these stories, do not have an adverse impact on 
American ability to sell and compete in world markets. This is one of 
the reasons why we believe that, rather than trying to go the unilateral 
route of U.S. legislation, it would be more desirable to seek an inter 
national agreement where the same rules with relation to corruption 
or brilxry or fees to agents will be covered internationally so everyone 
will be working under the same ground rules and our people will not 
be disadvantaged.

Chairman ^fonaA^^ Thank you, gentlemen.
The committee stands adjourned until 10 tomorrow morning.
[Whereupon, at 12:15 p.m., the committee adjourned, to reconvene 

at iOa.m. Wednesday. June !>, !!)"(>.]





EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

WEDNESDAY, JUNE 9, 1976

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:30 a.m. in room 2172, Rayburn House Office 

Building, Hon. Thomas E. Morgan (chairman of the committee) 
presiding.

Chairman MORGAN. Today the Committee on International Rela 
tions holds its second in a series of hearings on the operations of the 
Export Administration Acf . In our opening session yesterday, we 
heard testimony from the F jpartments of State and Defense. Another 
agency involved in export controls is the Department of the Treasury.

Today we will be hearing the Honorable William E. Simon, Secre 
tary of the Treasury.

Secretary Simon, welcome to the committee. I believe this is the 
first time you have appeared before us as Secretary of the Treasury 
since you assumed the Cabinet office. So, Mr. Secretary, you may 
proceed.

STATEMENT OF HON. WILLIAM E. SIMON, SECRETARY OF THE
TREASURY

Secretary SIMON. Thank you very much, Mr. Chairman and gentle 
men. I am delighted to have the opportunity to present the views of 
the administration on H.R. 11463.

I would also like to take this opportunity to review with you our 
concern over other legislative proposals that are now pending before 
the Coni..~ess.

Mr. Chairman, let me begin by stating unequivocally the adminis 
tration's opposition to the boycott. We share the concerns underlying 
H.R. 11463—-the Kooh bill—and other proposed legislation. We 
believe, however, that the approach reflected in these proposals would 
be counterproductive to the resolution of the boycott problem.

In my presentation, I would like to provide you with the adminis 
tration's reasons for believing the present U.S. legislation and regu 
lations provide a forceful and balanced approach which best serves 
U.S. interests by meeting the challenge posed by the Arab boycott, 
while at the same time enabling us to progress toward a Middle East 
peace settlement.

(41)
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In so doing, I am aware that some people believe our approach to the 
problem of the Arab boycott has not been forceful enough and that our 
belief in the need for measured restraint has not been based on the 
weight of the evidence. In this regard, we clearly have a disagreement; 
for I believe that we have taken extensive steps in the past year to 
address the Arab boycott issue and that additional legislation now 
would be counterproductive to our shared desire to end the boycott.

In this regard, 1 believe it is important to understand that the policy 
that underlies the Arab boycott arose out of the state of beligerency 
that exists between Israel and the Arab nations. According to its gov 
erning principles, the Arab boycott, of Israel is not based on discrimi 
nation against U.S. firms or citizens on ethnic or religious grounds.

The primary boycott, which dates from 1946, involves the Arab 
countries' refusal to do business with Israel. It was designed to prevent 
entry of certain products into Arab countries from territory now part 
of Israel.

The secondary boycott introduced in 19.r>l operates to prevent firms 
anywhere in the world from doing business in Arab countries or from 
entering into business undertakings with Arab firms if they have espe 
cially close economic ties with Israel, or if they contribute to the Israeli 
defense capability. It was designed to inhibit third parties from assist 
ing Israels economic and military development. Both aspects of the 
boycott are considered by the Arab League States to be legitimate acts 
of economic warfare.

MAJOR 8TKPS TO DEAL WITH THE ARAB BOYCOTT

At the outset, I would like to review some of the major steps that 
have been taken to deal both with respect to the boycott and with re 
spect to discrimination. In February 1075, President Ford issued a 
clear statement that the Ignited States will not tolerate discriminatory 
acts based on race, religion, or national origin.

The President followed this in 1975 with an announcement of a 
series of specific measures on discrimination:

He directed the heads of all departments and agencies to forbid any 
Federal agency in making selections for overseas assignments to take 
into account exclusionary policies of foreign governments based on 
race, religion, or national origin.

He instructed the Secretary of Iwibor to require Federal contractors 
and subcontractors not to discriminate in hiring or assignments be 
cause of any exclusionary policies of a foreign country and to inform 
the Department of State of any visa rejections based on such exclu 
sionary policies.

He instructed the Secretary of Commerce to issue regulations under 
the Export Administration Act to prohibit U.S. exporters and related 
organizations from answering or complying in any way with boycott 
requests that would cause discrimination against U.S. citizens or firms 
on the basis of race, color, religion, sex, or national origin.

Also, in January 1976, the administration submitted legislation to 
prohibit a business enterprise from using economic means to coerce 
any person or entity to discriminate against any U.S. person or entity 
on the basis of race, color, religion, sex, age, or national origin.
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In March 1976, the President signed into law the Equal Credit Op 
portunity Act, which amended the Consumer Credit Protection Act 
making it unlawful for any creditor to discriminate against any appli 
cant with respect to a credit transaction on the basis of race, color, re 
ligion, national origin, sex, marital status, or age.

The Comptroller of the Currency, the Securities and Exchange 
Commission, and the Federal Home Loan Board have all issued state 
ments to the institutions under their jurisdiction against discrimina 
tory practices.

OTHER ACTIONS OK ARAB BOYCOTT

In recent months, the administration has also taken the following 
actions to make clear that it does not support boycotts of friendly 
countries.

In November 1975, the President instructed the Commerce Depart 
ment to require U.S. firms to indicate whether or not they supply infor 
mation on their dealings with Israel to Arab countries.

In December 1975, the Commerce Department announced that it 
would refuse to accept or circulate documents or information on trade 
opportunities obtained from materials known to contain boycott con 
ditions.

The State Department instructed all foreign service posts not to for 
ward any documents or information on trade opportunities obtained 
from documents or other materials which were known to contain such 
boycott provisions.

In December 1975 and January 1976, the Federal Reserve Board 
issued circulars to member banks warning them against discriminatory 
practices and reiterating the Board's opposition to adherence to the 
Arab boycott.

In January 1976, the Justice Department instituted the first civil 
action against a major U.S. firm for violation of antitrust laws arising 
out of boycott restrictions by Arab countries. The Justice Department 
has a continuing investigation in this area.

This record indicates clearly that the administration has not ignored 
the problem of the Arab boycott, but has taken vigorous action to 
address the issue. But equally important we have done so in a manner 
that would not be injurious to our broad, fundamental interests in the 
Middle East, or counterproductive to our objective of bringing about 
the liberalization and ultimate termination of Arab boycott practices.

PRESSURES FOR A "CONFRONTATIONAL ATTACK" ON BOYCOTT

Despite our efforts there has been considerable pressure on the ad 
ministration to mount a confrontational attack on the Arab boycott. 
Each step we have taken has immediately been met with demands for 
additional action.

We have strongly opposed such confrontation and intend to continue 
to do so because we are convinced that such a course would fail to 
achieve its stated objectives. The ultimate effect of such an approach 
is to tell Arab nations that either tbey must eliminate the Arab boy 
cott entirely, irrespective of a settlement in the Middle East, or cease 
doing business with American firms.
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We have seen no evidence that such a policy would result in elimi 
nation of the boycott. In fact, we believe that the effect of such pres 
sure would harden Arab attitudes and potentially destroy the prog 
ress we have already made.

The argument is made that the Arab world when faced with such a 
choice will recognize the importance of continued access to U.S. goods 
and services and therefore eliminate what they consider one of their 
principal weapons in the political struggle against the State of Israel. 
Unfortunately, this argument fails to reflect several basic facts.

The United States alone among industrial countries has a clearly 
established policy and program of opposition to foreign boycotts of 
friendly countries, including the boycott of Israel. Other countries 
already supply a full 80 percent of the goods and services imported 
by the Arab world.

There is no evidence that these nations are prepared to lose that $50 
billion a year market or to jeopardize their stake in the rapidly ex 
panding economies of the Arab nations. Further, there is precious lit 
tle that the United States presently supplies to Arab nations that is 
not available from sources in other countries and they are eager to 
take our place.

The major Arab States have the funds and the will to incur any 
costs such a switch might entail. They see that the United States has 
frequently engaged in economic boycotts for political purposes; for 
example, in Cuba, Rhodesia, Xorth Korea, and Vietnam. ><> they can 
not accept the argument that they are not entitled to do the same.

BOYCOTT: ROOTS ix ARAB-ISRAELI CONFLICT
Mr. Chairman, I believe that we must face an essential and widely 

recognized fact. The Arab boycott has its roots in the broad Israel- 
Arab conflict and will best be resolved by dealing with the underlying 
conditions of that conflict.

For these and other reasons which I will mention, it is the position 
of the administration that no additional legislation is necessary or 
desirable at this time and that, in fact, new legislation would be detri 
mental to the totality of U.S. interests both here and in the Middle 
East.

Present U.S. policy and antiboycott measures already are quite ef 
fective. Further, a number of Arab governments are now negotiating 
or considering contracts with U.S. firms, notwithstanding the public 
commitment of these firms to maintain investment, licensing, or other 
special economic relationships with Israel.

Other U.S. firms aro making some progress in working boycott 
clauses out of the various stages of their transactions; for example, 
contracts, letters of credit, and shipping instructions.

Although the pattern is not uniform as to company, transaction, or 
country this reflects a gradual easing of enforcement practices over 
the past (J months.

A number of firms do business with both Israel and the Arab coun 
tries. Recently, a prominent U.S. business loader informed me that ho 
had successfully concluded a commercial contract with an Arab coun 
try even though he maintains extensive ties with Israel.
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The Arab countries, in fact, are considering the adoption of a stand 
ard policy of exemption from the boycott list any firms which make as 
significant a contribution to them as to Israel.

ADJOURNMENT FOn FLOOR VOTK

Chairman MORGAN*. Mr. Secretary, we are going to suspend for 5 
minutes while the Members answer this rollcall. We will be right back.

Secretary SIMON. All right, Mr. Chaii "nan.
[A brief recess was taken.]
Chairman MORGAN. The committee will resume.
Mr. Secretary, we apologize. It seems this is the silly season over on 

the floor today. We had two rollcalls. One was a rollcall to go into a 
Committee of the Whole. Evidently, one Member of Congress is against 
revenue sharing and he is trying to draw consideration out a little bit.

So we are somewhat delayed. You may proceed.

NATIONAL PRACTICE ON BOYCOTT

Secretary SIMON. Thank you, sir. I will just kind of summarize the 
balance of my statement, Mr. Chairman, because you know I do have 
to get to another meeting at which I was supposed to be already, and 
leave Gerry Parsky behind.

Let me cniickly go through the balance of my statement.
New legislation at this time could alter these favorable developments 

regarding enforcement practices. As you know, boycott rules are not 
uniformly enforced throughout the Arab world. Each country has 
the right to maintain its own national boycott legislation and has 
exercised this right.

Some countries have chosen not to follow stringent boycott prac 
tices. Other countries are continuously reviewing their policies to in 
sure that any actions they take with respect to the boycott do not con 
flict with their own national interests.

I am c* ncemed that new legislation could raise the issue to a 
higher political and emotional plane and thereby become a major 
negative factor as these countries address the advantages and dis 
advantages of applying a boycott as they review individual trade and 
investment proposals by U.S. firms.

Finally, legislation as evidenced by the several bills now pending, 
tends to involve an all or nothing approach, and fails to take into 
account the fact that a broad range of measures to deal with specific 
aspects of the boycott have already been adopted in the past year 
and a half.

On the next several pages, Mr. Chairman, I comment on the specific 
legislative proposals that are before you.

Mr. Chairman, we are determined to solve this difficult and complex 
problem. Any approach inherently involves a certain degree of sub 
jective judgment. We believe that peace in the Middle East is the only 
ultimate answer. In the administration's view, heavyhanded measures 
which could result in direct confrontation with the Arab world will 
not work.
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THE ADMINISTRATION'S APPROACH TO BOTCOTT
A far more constructive approach, we believe, is to work through 

our growing economic and political relations with Israel and the broad 
range of contacts which the executive branch and the regulatory agen 
cies maintain with the U.S. business community to achieve progress on 
the boycott issue.

As administration witnesses have indicated in testimony during the 
past year, all of the agencies concerned with the boycott and discrimi 
nation issues have kept these important questions under continuing 
review and are prepared to take whatever steps they consider necessary 
to deal with those problems.

Many of the administration's actions have dealt with discrimination 
which, as the President said in a statement early last year, is totally 
contrary to the American tradition and repugnant to American prin 
ciples. We have wanted to leave no misunderstanding here and abioad 
of our determination to eliminate discrimination on racial, religious, 
and other grounds.

At the same time, we have taken a number of steps ns I have outlined 
to lessen the impact of boycott practices on American firms. In onr con 
tacts with the U.S. business community, we have also found that a 
number of firms are working on their own to eliminate boycott con 
ditions from their commercial transactions or have announced that 
they will not comply with boycott requirements.

W« consider tl«se to be healthy signs from our business community, 
and in my view we should encourage this kind of movement rather 
than rush into coercive legislation that would be disruptive and dam 
aging to the business community, cause widespread uncertainty in our 
commercial relations with the Middle East, and have the other ad verso 
effects I have described.

In addition to these developments, our approaches to the Arab 
governments have brought a greater awareness of the economic cost 
to them of the boycott and a better understanding of the obstacle it 
imposes in the path of better relations with the United States.

CONVERSATION'S WITH ARAB LEADERS

T and my colleagues have had a number of conversations with the 
leaders of Arab governments including Saudi Arabia, Kuwnit. Egypt. 
and Syria to make very clear to them our opposition to the boycott and 
all discriminatory practices.

We have also emphasized that the boycott is a significant impediment 
to greater U.S. private sector participation in the economic develop 
ment of these countries. From my own conversations and reports that 
have come to my attention, I believe that Arab governments are be 
ginning to recognize that this issue is prejudicial to their own eco 
nomic interests.

The meeting of the United States-Saudi Arabia Joint Committee on 
Economic Cooperation last February provided an occasion for further 
discussion of these issues. I was able to make representations at the 
highest levels o*" the Saudi Arabian Government on the question of 
discrimination against Americans on racial, religious, and other



47

grounds, and the joint communique issued on February 20 contains a 
public affirmation by the Saudi Arabian Government disavowing such 
discrimination.

In fact, many Arab leaders have stated to us that it is against 
Islamic tenets to engage in such discrimination.

At the same time, Mr. Chairman, I would like to make clear that our 
opposition to legislation or other confrontation in dealing with the 
boycott problem in no way suggests a dimunition of our concern for 
Israel's welfare and our desire to help overcome obstacles to more 
rapid economic development and prosperity in that country.

We remain committed to a five and independent State of Israel. As 
you know, we have been, arid will continue to be, generous in our aid 
to Israel. In addition, we have taken significant steps to assist Israel's 
economy in other ways.

THE UNITED STATES-ISRAEL JOINT COMMITTEE FOR 
INVESTMENT AND TRADE

As cochairman of the United States-Israel Joint Committee for 
Investment and Trade, I have met on numerous occasions with Israel's 
economic leadership and have worked out practical means to meet 
Israeli needs and to cooperate on a wide range of economic and com 
mercial matters.

The Joint Committee has also been instrumental in helping organize 
the Israeli-United State.s Business Council which is now holding its 
inaugural joint session in Israel. We look to the Council to help de 
velop closer relations between the two business communities and to 
make practical contributions to expansion of direct trade and invest 
ment ties.

The activities of the Joint Committee and the Business Council are 
constructive efforts in our continued support of Israel and are part of 
our broader bilateral economic program to help deal with all of the 
economic problems of the Middle East.

CONCLUSION OP SECRETARY SIMON'S STATEMENT

In conclusion. Mr. Chairman, I would note that we have had talks 
with Arab and Israeli leaders and with leaders of the American 
Jewish Community on boycott issues and on ways to eliminate racial, 
religious, and other discrimination. We have made the point that our 
basic goal must be to encourage progress toward peace.

It is our considered judgment that confrontational policies will not 
work to remove the boycott and could not undermine the delicate search 
for peace in that troubled region of the world.

The administration sought and continues to seek effective ways to 
eliminate this divisive policv and simultaneously achieve a just and 
lasting peace in the Middle East.

I can assure the committee that we will continue these efforts as well 
as our strong policy comhatting any form of racial, religions, and 
other discrimination against and among Americans. The Congress 
and the administration share the goals of a just Middle East peace 
and an end to boycotts and discriminatory practices.
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I hope we can agree that the legislative proposals now before the 
Congress are not the best measures to achieve these goals.

ihe prepared statement of Hon. William E. Simon follows:]
PREPARED STATEMENT OK HON. WILLIAM E. SIMON, SECRETARY OF THE TREASURY

Mr. Chairman, I am pleased to have the opportunity to present the views of 
the Administration on U.K. 11463, proposed amendment to the Export Adminis 
tration Act that deals with foreign boycotts of countries friendly to the United 
States, specifically the Arab boycott of Israel. I would also like to take this op 
portunity to review with you our concerns over other legislative proposals now 
pending before the Congress.

Mr. Chairman, let me begin by stating unequivocally the Administration's op 
position to the boycott. We share the concerns underlying H.R. 11463 (the Koch 
Bill) and other proposed legislation. We believe, however, that the approach 
reflected in these proposals would be counterproductive to the resolution of the 
boycott problem. In my presentation. I would like to provide you with the Admin 
istration's reasons for believing that present U.S. legislation and regulations pro 
vide a forceful and balanced approach which best serves U.S. interests by meet 
ing the challenge posed by the Arab boycott, while ut the same time enabling us 
to progress toward a Middle East peace settlement.

In so doinfc. I am aware that some people believe our approach to the problem 
of the Arab boycott has not been forceful enough and that our belief in the need 
for measured restraint has not been based on the weight of evidence. In this 
regard, we clearly have a disagreement; for I believe that we have taken exten 
sive steps in that past year to address the Arab boycott issue and that additional 
legislation now would be counterproductive to our shared desire to end the 
boycott.

In this regard, I believe it is important to understand that the policy that 
underlies the Arab boycott arose out of the state of belligerency that exists 
l)etween Israel and the Arab nations. According to its governing principles, the 
Arab boycott of Israel is not based on discrimination against U.S. firms or citi 
zens on ethnic or religious grounds. The primary boycott. whi< li dates from 1946, 
Involves the Arab countries' refusal to do business with Isrn. i. It was designed 
to prevent entry of certain products into Arab countries from territory now part 
of Israel. The secondary boycott Introduced in 1JK»1, ojH-rat' to prevent firms 
anywhere in the world from doing business in Arab countries or from entering 
into business undertakings with Arab firms if they have especially close economic 
ties with Israel, or if they contribute to the Israeli defense capability. It was 
designed to inhibit third parties from assisting In Israel's economic and military 
development. Hoth aspects of the boycott are considered by the Arab League 
States to be legitimate acts of economic warfare.

V.S. ACTION TO DEAL WITH DISCRIMINATION AND THE ARAB BOYCOTT

At the outset I would like to review some of the major stt-ps that nave been 
taken to deal both with respect to the boycott and with respect to discrimination.

in February 1075, President Ford issued a clear statement that the U.S. will 
not tolerate discriminatory acts bused on race, religion or national origin.

The President followed this in November 1975 with an announcement of a 
series of specific measures on discrimination :

—He directed the heads of nil departments and agencies to forbid any 
Federal agency in making selections for overseas assignments to take 
into account exclusionary policies of foreign governments based on race, 
religion or national origin.

—He instructed the Secretary of Labor to require Federal contractors and 
sub-contractors not to discriminate In hiring or assignments because of 
any exclusionary policies of a foreign country and to inform the Depart 
ment of State of any visa rejections based on such exclusionary policies.

—He instructed the Secretary of Commerce to issue regulations under the 
Export Administration Act to prohibit U.S. exporters and related serv 
ice organisations from answering or complying in any way with boycott 
requests that r.-»u1d cause discrimination against U.S. citizens or firms 
on the basis of race, color, religion, sex or national origin.
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—Also, in January 1076, the Administration submitted legislation to pro 

hibit a business enterprise from using economic means to coerce any 
person or entity to discriminate against any U.S. person or entity on 
the basis of race, color, religion, sex, age, or national origin.

—In March 19(0, the President signed into law the Equal Credit Oppor 
tunity Act which amended the Consumer Credit Protection Act making 
it unlawful for any creditor to discriminate against any applicant with 
respect to a creuit transaction on the basis of race, color, religion, 
national origin, sex, marital status or age.

—The Comptroller of the Currency, the Securities and Exchange Com 
mission and the Federal Home Loan Board have all issued statements 
to the institutions under their jurisdiction against discriminatory 
practices.

In recent mou^s, the Administration has also taken the following actions to 
make clear that it does not support boycotts of friendly countries:

1. In November 1U75, the President instructed the Commerce Depart 
ment to require U.S. firms to indicate whether or not they supply information 
on iheir dealings with Israel to Arab countries.

2. In December 1075, the Commerce Department announced that It would 
refuse to accept or circulate documents or information on trade opportunities 
obtained from materials known to contain boycott conditions.

3. The State Department instructed all Foreign Service posts not to for 
ward any documents or information on trade opportunities obtained from 
documents or other materials which were known to contain such boycott 
provisions.

4. In December 1975 and January 1976, the Federal Reserve Board issued 
circulars to member banks warning them against discriminatory practices 
and reiterating the Board's opposition to adherence to the Arab boycott.

5. In January 1970, the Justice Department instituted the first civil action 
against a major U.S. firm for violation of anti-trust laws arising out of boy 
cott restrictions by Arab countries. The Justice Delfrtineut has a continuing 
investigation In this area. T

This record indicates clearly that the Administration has not ignored the prob 
lem of the Arab boycott, but has taken vigorous action to address the issue. But 
equally important we have done so hi a manner that would not be injurious to 
our broad, fundamental interests in the Middle East, or counterproductive to our 
objective of bringing about the liberalization and ultimate termination of Arab 
Iwycott practices.

Despite our efforts there has been considerable pressure on the Administration 
to mount a confrontational attack on the Arab boycott. Each step we have taken 
has immediately been met with demands for additional action.

We have strongly opposed such confrontation and intend to continue to do so 
because we are convinced that such a course would fail to achieve its stated 
objectives. The ultimate effect of such an approach IN to tell Arab nations that 
either they must eliminate the Arab boycott entirely, Irrespective of a settle 
ment In the Middle East, o» '"ease doing biiHinesM with American firms. We have 
seen no evidence that such a policy would result in elimination of the boycott. 
In fact we believe that the effect of such pressure would harden Arab attitudes 
and potentially destroy the progress we have already made.

The argument is made that the Arab world when faced with such a choice 
will recognize the importance of continued access to U.S. goods and services 
and therefore eliminate what they consider one of their principal weapons" In 
the political struggle against the State of Israel. Unfortunately, this argument 
falls to reflect several basic facts.

The U.S. alone among industrial countries has a clearly established policy 
and program of opposition to foreign boycotts of friendly countries, Including 
the boycott of Israel. Other countries already supply a full 80 iwrcent of the 
goods and services imported by the Arab world. There is no evidence that these 
nations are prepared to lose that $50 billion n year market or to Jeopardize their 
stake In the rapidly expanding economies of the Arab nations. Further, there 
is precious little that the U.S. presently supplies to Arab nations that is not 
available from sources in other countries and they are eager to take our place. 
The major Arab states have the funds and the will to Incur any costs such a 
switch might entail. They see that the U.S. has frequently engaged in economic
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boycotts for political purposes, for example in Cuba, Rbodesia, North Korea and 
Viet Nnm, HO they cannot accept the argument tbat they are not entitled to do 
the same.

Mr. Chairman, I believe that we must face an essential and widely recognized 
fact. The Arab boycott has its roots in the broad Israel-Arab conflict and will 
best be resolved by dealing with the underlying conditions of that conflict.

PROBLEMS WITH A LEGISLATIVE APPROACH

For these and other reasons which I will mention, it is the position of the 
Administration that no additional legislation is necessary or desirable at this 
time and that in fact new legislation would be detrimental to the totality of 
U.S. interests both here and in the Middle East.

Present U.S. policy und anti-boycott measures already are quite effective. 
Further, a number of Arab governments are now negotiating or considering con 
tracts with U.S. firms, notwithstanding the public commitment of these firms 
to maintain investment, licensing or other special economic relationships with 
Israel. Other U.S. firms are making some progress in working boycott clauses 
out of the various stages of their transactions, for example, contracts, letters 
of credit and shipping instructions. Although the pattern is not uniform as to 
company, transaction or country, this reflects a gradual easing of enforcement 
practices over the past six months.

A number of firms do bu.-iness with both Israel and the Arab countries. Re 
cently, a prominent U.S. business leader Informed me that he had successfully 
concluded a commercial contract with an Arab country even though he main 
tains extensive ties with Israel. The Arab countries, in fact, are considering the 
adoption of a standard policy of exempting from the boycott list any firms 
which make as significant a contribution to them as to Israel.

New legislation at this time could alter these favorable developments regard- 
Ing enforcement practices. As you know boycott rules are not uniformly en 
forced throughout the Arab world. Each country has the right to maintain its 
own national boycott ifaislation and has exercised this right. Some countries 
have chosen not to foftow stringent boycott practices. Other countries are 
continuously reviewing their policies to ensure tbat any actions they take with 
respect to the boycott do not conflict with their own national Interests. I am 
concerned that new legislation could raise the issue to a higher political and 
emotional plane and thereby become a major negative factor as these countries 
assess the advantages nnd disadvantages ' applying a boycott as they review 
individual trade and investment proposals by U.S. firms.

Finally, legislation as evidenced by the several bills now pending, tends to 
Involve an all or nothing approach, and fails to take into account the fact that 
a broad range of measures to deal with specific aspects of the boycott have 
already been adopted during the last year and a half.

OPPOSITION TO SPECIFIC LEGISLATION BEFORE THE CONGRESS

Mr. Chairman, I would like to turn to the specific legislation that is now 
before the Congress. I would like to discuss first the anti-boycott amendments 
contained in the Koch bill (H.R. 11463).

The provisions of these bills would: (1) mandate disclosure of required 
reports by U.S. firms to the Commerce Department of their responses to boycott- 
related requests; (2) prohibit U.S. firms from furnishing, pursuant to a boycott 
request, any information regarding the race, religion, sex or national origin of 
their or other firms' directors, officers, employees or slim-holders; nnd (3) pro 
hibit a refusal by a U.S. firm to deal with other U.S. firms pursuant to foreign 
boycott requirements or requests.

The Administration is concerned about each of these provisions.
Vith respect to disclosure of reports of U.S. firms, by publicizing information 

about their compliance with boycott requests, the disclosure provision will also 
make available information concerning non-compliance. This disclosure would 
give boycott officials an enforcement tool and make it more difficult for Arab 
business partners to tolerate de facto, non-compliance by U.S. businesses.

In addition, although a firm might disclose thnt it hns indicated to Arab 
governments, for example, that it does not ship on Israeli vessels, or have other 
specified I'usinfss dealings with Israel, such n disclosure would not nnd could 
not provide evidence aa to whether this was the result of Arab pressures or
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an autonomous, voluntary business decision. Firms wishing to avoid the risk of 
adverse domestic reaction to their disclosure might then decide it necessary to 
cease doing business in the Arab world, even though they would continue to have 
no business dealings with Israel

With respect to the provision of these bills barring the furnishing of informa 
tion on race, religion, sex or national origin, sought for boycott purposes, we 
believe that adequate and effective measures have been taken by the President 
and the respective agencies which make such a provision unnecessary.

With resi>ect to the prohibition of refusal to deal among U.S. firms pursuant to 
foreign boycott requirements or requests, U.S. anti-trust laws already prohibit 
agreemets or conspiracies to engage in anti-competitive, boycott activities and 
the Justice Department has one suit pending in this area. It is not clear whether 
the refusal to deal provision in H.R. 11463 In intended to go beyond existing anti 
trust laws. If the bill Is intended to cover cases where a flrin unilaterally—with 
out any agreement—chose not to do business with another firm, it could in our 
view place the government and the courts in a very difficult situation of assessing 
the motives behind the choice of one's business associates or his other business 
decisions.

Even if the provisions could be altered to make them enforceable, other serious 
problems would re.naiii. U.S. firms might well be able to meet the new legal 
requirements by sale.-* and shipments via parties in third countries and thus 
avoid, for example, having to refuse UHC of ships or insurance companies which 
are on boycott lists. The provisions could also have the unintended and undesir 
able effect of encouraging some firms to make general use of non-boycotted sup 
pliers In their worldwide trade. The reason for this would be a fear that if they 
used boycotted firms except for projects in boycotting countries, it might be con 
sidered prlma facie evidence of refusal to deal. Finally, responsible enforcement 
would require extensive staffing and funding resources going well beyond the 
requirements for enforcement of existing Export Administration Act provisions 
directly related to national security interests.

OTHEB LEGISLATIVE PROPOSALS

While the jUtevenson-Williams and Koch Bill* do not prohibit the provision 
of information to Arab governments by U.S. firms on their business dealings with 
Israel, H.R. 4067, the lilngham Rill, does impose this requirement. The Admin 
istration continues to oppose this bill both because it is inequitable and could 
well be self-defeating. We do not believe that Arab governments will abandon 
their policy of not dealing with firms which may be attesting Israel in a sig 
nificant economic and/or military way simply because of a requirement that 
prohibits such firms from indicating either the existence or the extent of their 
relationship with Israel. There are a variety of other sources which Arab govern 
ments could use to attempt to develop such Information. Many of these sources 
would probably be unreliable and could thus erroneously place U.S. firms on the 
Arab boycott list. Moreover, ever* firms which for reasons that have nothing to 
do with the boycott, have no business or commercial connections with Israel 
would be prohibited from acknowledging this fact.

Former Under Secretary of Commerce, James Baker, outlined in great detail 
the Administration's opposition to this bill before your Subcommittee on Inter 
national Trade and Commerce on December 11. 197ii, and I want to reiterate the 
Administrators continued opposition to Ibis bill.

Mr. Chairman, we must proceed In this entire area with great caution not 
only because existing legislative proposals place us in a confrontational stance 
with the Arab nations but also because in at least some instances, they could 
seriously distort major economic forces in this country and around the world. 
Proposals such as the Ribicoff bill (8. 3138) would go so far as to alter a number 
of major tax provisions. This bill would restrict use of the foreign tax credit, 
the DISC provisions and the earned income exclusion of the Internal Revenue 
Cod t ana {as on a current basis the earnings of foreign subsidiaries of taxpayers 
who participate in the Arab boycott. Such changes in our tax laws would sig 
nificantly impact U.S. companies, employees and investors alike, while imposing 
new and onerous burdens on the Revenue Service that would impair its capacity 
to fulfill its basic function as a collector of tax revenue by creating an adminis 
trative nightmare.
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Complicated and delicate questions of foreign policy are not susceptible to rigid 

solutions which are prescribed through the Internal Revenue Code. Such actions 
are contrary to the resolution of the boycott problem, contrary to the efficient 
administration of the fair laws and contrary to sound principles of tax policy. 
For these reasons Assistant Secretary Walker of the Treasury Department in a 
letter to Chairman Long of the Senate Finance Committee expanded at some 
length on the serious problems we have with this type of legislative approach. I 
would like to include a copy of that letter for the record.1

CONSTRUCTIVE APPROACH TO THE BOYCOTT QUESTION

Mr. Chairman, we are determined to solve this difficult and complex problem. 
Any approach inherently Involves a certain degree of subjective judgment. We 
believe that peace in the Middle East is the only ultimate answer. In the 
Administration's view, heavy-handed measures which could result 'In direct 
confrontation with the Arab world will not work. A far more constructive ap 
proach, we believe, is to work through our growing economic and political rela 
tions with the Arab states as well as our clo.se relations with Israel and the 
broad range of contacts which the Executive Branch and the regulatory agencies 
maintain with the U.S. business community to achieve progress on the boycott 
issue.

As Administration witnesses have indicated in testimony during the past year, 
all of the agencies concerned with the boycott and discrimination issues have kept 
these important questions under continuing review and are prepared to take 
whatever steps they consider necessary to deal with those problems.

Many of the Administration's actions have dealt with discrimination which, 
as the President said In a statement early last year, is totally contrary to the 
American tradition and repugnant to American principles. We have wanted to 
leave no misunderstanding here and abroad of our det« rinlintkm to eliminate 
discrimination on racial, religious and other grounds. At the same time, we hare 
taken a number of steps us I have outlined to lessen the impact of boycott prac 
tices on American firms. In our contacts with the U.S. business community, Ve 
hare also found that a number of firms are working on their own to eliminate 
boycott conditions from their commercial transactions or have announced that 
they will not comply with boycott requirements.

We consider these to be healthy signs from our business community, and in my 
view we should encourage this kind of movement rather than rush into coercive 
legislation that would be disruptive and damaging to the business community, 
cause widespread uncertainty in our commercial relations with the Middle East, 
and have the other adverse effects I have described.

In addition to these developments, our approaches to the Arab governments 
have brought a greater awareness of the economic cost to them of the boycott 
and a better understanding of the obstacl? it imposes in the path of better rela 
tions with the U.S.

I and my colleagues have had a number of conversations with the leaders of 
Arab Governments including Saudi Arabia, Kuwait, Egypt and Syria to make 
very clear to them our opposition to the boycott and all discriminatory practices. 
We have also emphasized that the boycott is a significant impediment to greater 
U.S. private sector participation In the economic development of these countries. 
From my own conversations and reports that have come to my attention, I 
believe that Arab Governments are beginning to recognize that this issue is 
prejudicial to their own economic interests.

The meeting of the IT.S.-Saudi Arabian Joint Commission on Economic Co 
operation last February provided an occasion for further discussion of these 
issues. I was able to make renresentatlons at the highest levels of the Saudi 
Arabian Government on the question of discrimination ngninst Americans on 
racial, religious and othrr grounds, and the Joint Communique issued on February 
25) contains a public affirmation by the Saudi Arabian Government disavowing 
such discrimination. In fact, many Arab lenders have stated to us that It is 
agnln&t Islnmlc tenets to fijcnee in such discrimination.

At the same time, Mr. Chairman. I would like to make clear that our opposition 
to legislation or other confrontation in < ealing with the boycott problem in no

> Spo appendix 18. p. 802.
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way suggests a dimunition of our concern for Israel's welfare and our desire to 
help overcome obstacles to more rapid economic development and prosperity iu 
that country. We remain committed to a free and independent State of Israel. 
As you know, we have been, and will continue to be, generous in our aid to Israel. 
In addition, we have taken significant steps to assist. Israel's economy in other 
ways. As Co-chairman of the U.S.-Israel Joint Committee for Investment and 
Trade, I have met on numerous occasions with Israel's economic leadership and 
hare worked out practical means to meet Israeli needs and to cooperate on a 
wide range of economic and commercial matters.

The Joint Committee has also been instrumental in helping organize the 
Israel-U.S. Business Council which is now holding its inaugural joint session in 
Israel. We look to the Council to help develop closer relations between the two 
business communities and to make practice contributions to expansion of direct 
trade and investment ties. The activities of the Joint Committee and the Business 
Council are constructive efforts in our continued support of Icrael and are part 
of our broader bilateral economic program to help deal with all of the economic 
problems of the Middle Bast.

In conclusion, Mr. Chairman, I would note that we have bad talks with Arab 
and Israeli leaders and with leaders of the American Jewish community on 
boycott issues and on ways to eliminate racial, religious and other discrimination. 
We have made the point that our basic goal must be to encourage progress to 
ward peace. It is our considered judgment that confrontational policies will not 
work to remove the boycott and could undermine the delicate search for peace in 
that troubled region of the world. The Administration sought and continues to 
seek effective ways to eliminate this divisive policy and simultaneously achieve 
a just and lasting peace In the Middle East.

I ran assure the Committee that we will continue these efforts OH well as our 
strong policy of combating any form of racial, religious and other discrimination 
against and among Americans. The Congress and the Administration share the 
KoalH of a just Middle Kast peace mid an end to boycotts nnrt discriminatory prac 
tices. I hope we can agree that the legislative proposals now before the Congress 
are not the best measures to achieve these goals.

Chairman MORGAN. Thank you, Mr. Secretary. 
Secretary SIMON. Thank you, Mr. Chairman.

SECRETARY SIMON LEAVES HEARING

Chairman MORGAN. Mr. Secretary, I understand that you have to 
leave early. Assistant Secretary for International Affairs, Mr. Parsley 
is here and he will answer the questions for us, is that correct?

Secretary SIMON. Yes. sir, Mr. Chairman.
Chairman MORGAN. Well, thank you, Mr. Secretary. We know your 

other meeting is important and if you wish to leave we will proceed 
with the Assistant Secretary.

Secretary SIMON. Thank you very much.

.YNTIBOYCOTT POI.U'IKN

Chairman MORGAN. Mr. Secretary, what antiboycott policies should 
we, the United States, adopt that wotild not damage our economic 
interests ? Are there any that we could adopt, in your opinion ?

As you know, I have introduced at the administration's request a 
simple authorization to extend the Export Administration Act of 
1969 for 3 years. If the bill is going to run the gauntlet of this com 
mittee and the House an antiboycott amendment is likely to be adopted.

So mv question again is, are then- any antiboycott policies that we 
could adopt in our markup.
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STATEMENT OF HON. GERALD PARSKY, ASSISTANT SECRETARY 

OF THE TREASURY FOR INTERNATIONAL AFFAIRS

Mr. PARSKY. "Well, Mr. Chairman, the thrust of our position as 
expressed by Secretary Simon is that we believe that it would be 
counterproductive to, in fact, enact any legislation at this time and we 
urge that the Congress not move legislatively. A number of steps have 
been taken and are continuing to be taken. We would be delighted to 
work with the Congress as we seek to adopt additional approaches, 
but we do not think that a legislative approach at this point in time 
would bring about an end to the boycott and, in fact, could l>c counter 
productive to the kind of relationships we have tried to establish.

AXTIBOYCOTT AND BUSINESS IN THE MIDDLE EAST

Chairman MOIMIAN. The Secretary made a strong case for a simple 
extension because of the fact that American businei-s would really be 
endangered if the antiboycott proposal by Congressman Koch is 
adopted, or somo of the firm policies by some of the members of this 
committee who are drawing up amendments to this bill.

You feel thnt we would be in danger of losing a good deal of busi 
ness in the Middle East?

Mr. PARSKY. Well, Mr. Chairman, I would like to say that it is the 
position of our administration that no amount of business of any form 
is worth sacrificing basic principles that are important and inherent 
in our system.

We object to, and will take any steps necessary to eliminate, all forms 
of discriminationj and I don't think any business is worth accepting 
any form of discrimination in this country.

At the same time, we want to see the boycott as a restrictive trade 
practice ended. We do believe that legislation would have an adverse 
effect on business that is done with the Arab countries. Different 
forms of legislation would affect them differently.

But the basic reason for our conclusion is that we do not feel that 
legislation would bring an end to the boycott and at the present time 
it would work in other directions. The size of business that is done 
V7ith the Arab world obviously varies. The most recent figures that 
we have are that U.S. exports to the Arab countries are somewhere 
between $5 billion and $6 billion in 1975 and would approach the $10 
billion range potentially before 1980.

Obviously, a negative impact on that trnde would result in a nega 
tive impact on our balance of payments. Different pieces of legislation 
would affect that level of trade differently.

OTHER COUNTRIES AND THE BOYCOTT

Chairman MORGAN. Mr. Secretary, what have other countries done 
to deal with the boycott? Have industrial nations taken measures to 
counter the boycott?

Mr. PARSKY. Well, I think that the best general statement I can 
make, Mr. Chairman, is that very little has been clone in other coun 
tries and one of the reasons that we feel that some of the legislative 
proposals that would either prohibit the supplying of information
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or take other actions wouldn't be very effective, is that most of the 
activity would go elsewhere because other countries have not 
responded.

That doesn't mean that the United States shouldn't respond be 
cause other countries haven't responded.

Again, the basic conclusion that we have reached is that we don't 
feel that it would accomplish the objective.

HARM TO U.S. FIRMS FROM BOYCOTT

Chairman MORGAN. Have any U.S. firms in competing for contracts 
in the Middle East been harmed by the present boycott?

Mr. PARSKY. Well, there is no question that the boycott has served 
as a disruptive force in normal trading relationships between Vmeri- 
can business and the Middle East. There is no question about that.

We believe that progress is being made on minimizing the boycott 
and, in fact, a number of firms have indicated to us that doing busi 
ness with Israel has not prevented them from, in fact, doing business 
with the Arab countries.

We see it as deterrent to normal relationships and as such we would 
like to see it ended. We believe, however, that that end will not be 
brought about until we, in fact, achieve peace in the Middle East.

Chairman MORGAN. Thank you, Mr. Secretary.
Mr. Lagomarsino.

EXTENT OP U.S. ECONOMIC BOYCOTTS

Mr. LAGOMAHSTNO. Thank you, Mr. Chairman.
The administration often stresses, and Secretary Simon did the 

same this morning, that Arab States see the United States engaging 
in politically motivated economic boycotts of its own—Cuba, Kho- 
desia, North Vietnam, Cambodia, and so on and, therefore, the Arab 
leaders cannot accept the argument that they are not ontitled to do 
the same, but I wonder if it really is the same ?

Are the economic boycotts engaged in by the United States gen 
erally recognized by other nations as legitimate?

Mr. PARSKY. Well, I think that an important distinction does exist 
with respect to the boycott, per se, that the United States has prac 
ticed and the Arab boycott in that there are extensions of what I refer 
to as the primary boycott.

By that, I mean that not only do the Arab countries refuse to do 
business with Israel, but many don't do business with a firm in the 
United States that has a significant economic relationship or con 
tributes significantly to the military capability of Israel. So that is 
the difference.

The point we are trying to make in mentioning this is that the 
opposition to the boycott, per se, which is embodied in our Export 
Administration Act and which we have expressed, is received by the 
Arab countries with some question because we have practiced primary 
bovcotts in the past.

That is the point they made to us.
Mr. LAOOMARSINO. Our boycotts are primary, completely; we have 

no secondary boycotts?
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Mr. PARSKY. There have been aspects of it in that firms with Amer 
ican directorates or significant American interests in other countries 
have also participated. 1 am not sure that would be purely secondary, 
but it is an extension.

Mr. LAGOMARSINO. I understand we do deny bunkering privileges 
to third country ships, so that is——

Mr. PARSKY. That is a further extension, yes, sir.
Mr. LAGOMARSINO. Somewhere between primary and secondary?
Mr. PARSKY. Yes.

EXTENT OP THE ARAB BOYCOTT

Mr. LAGOMARSINO. But, on the other hand, the Arab boycott is 
primary, secondary, and, 1 guess, tertiary, is it not t

Mr. PARSKY. The extent to which the boycott would require a U.S. 
company to refuse to deal with another U.S. company that could be 
classified as tertiary in nature.

In discussing this issue on our most recent trip in February to the 
Middle East, the Arab countries have made it clear to us that they 
do not require one firm not to do business with another firm, that the 
decision on who they dp business with is theirs. We do have antitrust 
laws and the basis behind the suit against the Bechtel Corp. was on 
antitrust grounds that a refusal to deal by one company with another 
company potentially would violate our antitrust laws.

Mr. LAGOMARSINO. So they don't question that.
Mr. PARSKY. And the Arab countries would not question that.
Mr. LAGOMARSINO. Do any of the provisions of the proposed legis 

lation before us attempt in any way to combat the primary aspect of 
the Arab embargo?

Mr. PARSKY. It is not my understanding that it would, Congress 
man. Most of the legislation that is before the Congress would treat 
cither the question of discrimination, the question of refusal to deal, 
or the question of either making public information that is supplied 
or, in fact, prohibiting information from being supplied.

Mr. LAGOMARSINO. Primarily aimed at the secondary boycotts?
Mr. PARSKY. Yes.

PROPOSED ni8CI/)8tTRE PROVISIONS

Mr. LAOOMARSINO. With respect to the disclosure provisions which 
would publicize information about U.S. firms' compliance with boy 
cott requests, wouldn't this give the Government a needed basis for 
accurately assessing the nature and extent of compliance, its economic 
impact on the United States?

Mr. PARSKY. The Commerce Department has required that, in fact, 
information on requests for compliance with the boycott be supplied 
to them. One of the questions tafore you, however, is whether or not 
we make public information or disclosures of information, and again 
our position, as I think was outlined in the testimony, is that it would 
not alleviate the problem in any way and could exacerbate the prob 
lem. That is the reason why we are recommending against it.

In discussing this issue with the Arab countries, they have made it 
clear to me that internal matters, whether it is legislation that would
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be affecting refusal to deal by one company and another, or providing 
information is a matter for the United States to consider. It is not a 
matter that they fee] is in their jurisdiction.

They expressed the explicit right to, in fact, engage in business 
activities with whomever they want, but they considered it an interral 
matter.

We concluded the kind of legislation that would make public or 
refuse to supply information would only confuse the problem and 
make it more difficult to deal with.

DISCLOSURE AND CONGRESSIONAL OVERSIGHT

Mr. LAOOMARSINO. What about the argument that disclosure is 
essential to the conduct of an effective congressional oversight?

Mr. PARSKY. Well, I believe that the Treasury Department, the 
Commerce Department, the entire administration has been more than 
willing to meet with the Congress and review with the Congress all 
the steps that we have been taking and supply the Congress with any 
information that is needed-

I know the Commerce Department has an ongoing communication 
with the Congress on this matter and I can say categorically we would 
be willing to work with the Congress in any way we can to make sure 
that you are adequately informed and that you, in fact, know exactly 
what steps are being taken.

Mr. LAGOMARWNO. Why does the administration oppose the provi 
sion that would bar furnishing information on color, religion^ and 
national origin if, in fact, the administration opposed that?

Mr. PARSKY. Again as outjined in the statement, we have tried to 
look at the potential for legislation in terms of either whether it is 
going to assist in our objective, whether it is needed or whether or 
not it would IK» detrimental. With respect to the provision that you 
have indicated our conclusion has been that with respect to that 
information, it is not necessary at this point, that we have adequate 
legislation to deal with the question of discrimination, and that, in 
fact, this legislation isn't necessary at this point.

Mr. LAGOMARSINO. Thank you.
Chairman MORGAN. Mr. Zablocki.

ROLE OF THE TREASURY DEPARTMENT

Mr. ZABLOCKI. Thank you, Mr. Chairman.
Mr. Secretary, as I understand, the underlying issue in the presenta 

tion by the Secretary was that the administration has already taken 
actions on the issue of boycotts of friendly countries; that much of 
the legislation proposed is already a policy of the administration.

Is my interpretation correct, short of actual confrontations?
Mr. PARSKY. Yes, sir, that is correct.
Mr. ZABLOCKI. As the chairman has stated, he introduced a bill 

simply to authorize the extension of the Export Administration Act 
of 1963 and, as indicated, there will be obviously amendments hoping 
to improve the administration of the Export Control Act.

I fully realize that Treasury plays a minor role in export control, 
but nevertheless, the Treasury is a member of the Export Board of the

74-772 O - 7» - 5
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East-West Trade Review Board and sits in on the Export Board. Is 
that correct?

Air. PARSKY. Yes, sir, Mr. Simon is the Chairman of the East-West 
Foreign Trade Board and is invited to attend meetings of the Export 
Administration Board.

Mr. ZABLOCKI. My question is whether Treasury, and Mr. Simon 
as Chairman of the Review Board, may have some recommendations 
which might be included in the new authorization act.

^o you have any suggestions ?
Mr. PARSKY. I don't have anything as part of our remarks this 

morning.
Mr. ZABLOCKI. Can we expect something will be forwarded to the 

committee for consideration?
Mr. PARSKY. Certainly. We will be glad to supply you any addi 

tional comments that we felt would be applicable from the Treasury 
standpoint.1

Mr. ZABIXKKI. We would welcome them. 
. Chairman MORGAN. Mr. Hamilton.

CURRENT EFFECT OF THE BOYCOTT

Mr. HAMILTON. Mr. Secretary, what is the effect of the boycott 
today¥

Mr. PARSKY. Well, the principal effect of the boycott, I believe is, 
No. 1, not to have Arab countries dealing with Israel and contribut 
ing to tb& economic development of Israel and, No. 2, to have certain 
business enterprises also not deal with Israel, so as to result or poten 
tially result in a negative economic impact on the State of Israel.

Mr. HAMILTON. Now, what is your assessment of that negative 
impact ? How great has it been ?

Mr. PARSKY. That is very difficult to assess, Congressman. It is 
clear that a number of firms in the United States are not doing busi 
ness with Israel. It is not clear to me how much of that is not being 
done out of a business decision not to do business. Many firms don't 
dp business in the Middle East because of uncertainties. That is, it is 
difficult to assess how much is due to that or due to the boycott.

Mr. HAMILTON. What about the level of American goods and serv 
ices going into Israel, say, in the last 5 years or so? Can you read 
anything in those statistics to suggest that the boycott is really having 
a crunch on Israel ?

Mr. PARSKY. Congressman, I don't have the exact figures and I 
would be glad to supply them for the record. My recollection is, how 
ever, that those figures won't provide an adequate base for determining 
whether or not it was effective or not.

It certainly has not affected governmental support from the United 
States. The question is whether it has affected the support from our 
business community, and I will have to supply that. I don't believe it 
would be indicative of any negative impact.

"CONFRONTATIONAL" ANTIBOYCOTT PROPOSALS
Mr. HAMILTON. In response to some other questions, you have said 

that tougher antiboycott legislation would have an adverse effect, and
1 See appendix 15, p. 794.
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I think the Secretary mentioned that too. The word "confrontational" 
is used a number of times in the Secretary's statement.

We heard this same theme yesterday also from the witnesses. But 
precisely what would be those adverse effects and why is it 
confrontational ?

Mr. PARSKY. Well, I think to understand that you have to under 
stand how the Arab countries view the boycott. The Arab countries 
adopted the boycott as part of the Arab-Israeli conflict; as a political 
device used in the past by countries that have been in a state 
of hostility.

There had been a growing concern as to what the attitude of the 
United States was toward the Arab countries.

I think that we have made considerable progress in the last 2 years, 
especially in the time that I have been dealing with the Middle East, 
in bringing about a recognition that we are seeking peace and we are 
seeking peace in as evenhanded a "**/ as possible.

Since the boycott is viewed by tne Arab countries as a natural out 
growth of the hostility, a reaction or a confrontational legislative 
approach by the United States would also be treated as part of this 
political context.

Mr. HAMILTON. You mentioned a moment ago that the level of our 
exports to the Middle East is up to $5 or $6 billion annually and you 
projected it to go up to as high as $10 billion, I think, by 1980.

Would tougher antiboycott legislation jeopardize growth of those 
figures? Would it jeopardize even the $5 or $6 billion export level?

Mr. PARSKY. I certainly think it would potentially place that in 
jeopardy. The reason I didn't mention that at first, as I think I said in 
response to the chairman, is that the major thrust of our concern is not 
with, the business, but whether or not we are going to be able to bring 
about a resolution of the conflict in the Middle East and a resolution 
of the boycott.

But clearly there would be a potential negative economic impact 
on this growing business in the Middle East.

IMPACT ON SAUDI ARABIA

Mr. HAMILTON. Would the principal impact fall on Saudi Arabia? 
Is that the country we are really most concerned about here ?

Mr. PARSKY. Well, I haven't singled out any one particular country. 
I know that Saudi Arabia has been and continues to be friendly to the 
United States, strongly pro-American, and has been an important 
moderating force in the Middle East, but I think our trading relation 
ships with all of the Arab countries have increased significantly.

Saudi Arabia obviously has the largest potential because they have 
the largest development program underway.

THE BINOHAM AMENDMENT

Mr. HAMILTON. One amendment that is proposed, I think, by my 
colleague, Congressman Bingham, would be to make it unlawful for 
a U.S. company to comply with a boycott request. I assume that you 
oppose that kind of an amendment. Would you comment as to why you 
oppose that specific kind of amendment and what you think its im 
pact might be?
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Mr. PARSKY. Well, we are opposed to that, Congressman, and I think 
the assumption behind such a provision is that it will put an end to the 
application of secondary boycotts to U.S. concerns.

We are convinced that this would not be the case, that the boycott 
is, as I mentioned, imposed worldwide. No other country that I am 
aware of has legislated against it, and since the Arab countries con 
sider it to be a legitimate act of economic warfare they would not 
eliminate it in response to a refusal on the part of American firms.

The result would be either to try to seek information about these 
firms through other sources or, in fact, turn the business to other 
countries.

Mr. HAMILTON. One other question, if I may, Mr. Chairman.
Are there currently any other Iwycott situations in the world that 

would be affected by strong antiboycott language? For example, 
would it have any impact on United States-South African economic 
relations, or, as we look at this, are we thinking its impact is only 
going to fall in the Middle East ?

Mr. PARSKY. Well, I think that the predominant if not total thrust 
would be on the Middle East.

Mr. HAMILTON. Thank you very much.
Chairman MORGAN. Mr. Winn.

THE LAW. BUSINESS. AND ANTIBOYCOTT

Mr. WINN. Thank you, Mr. Chairman.
Mr. Secretary, with respect to the refusal to deal provisions, is it not 

the Government's business to assess the motivations behind business 
choices if they are dictated by racial or religious interference ?

Mr. PARSKY. We have laws, Congressman, that are aimed at prevent 
ing any form of discrimination based on race, religion, sex, or national 
origin, and I think Secretary Simon indicated we would strongly sup 
port the enforcement of those laws.

Mr. WINN. Does not some of the proposed legislation clearly leave 
the enforcement in the hands of the Executive rather than create a 
private right of action in the sensitive area ?

Mr. PARSKY. Well, as I indicated, the grounds for our opposition to 
the various pieces of legislation in this area vary. In some instances, 
it is because we feel the particular legislation would be counterpro 
ductive. In other instances we feel there is adequate legislation in ex 
istence. In other instances it is because we feel that the legislation 
would be disruptive.

With respect to the laws that would be proposed to combat religious 
or other forms of discrimination, we believe that there is adequate 
protection in the 'aw already.

Mr. WINN. You w jn't make any additional suggestions other than 
what is in the law?

Mr. PARSKY. Well, Congressman, at this point we believe that the 
law is adequate.

Mr. WINN. Adequate? Thank you.
Thank you, Mr. Chairman.
Chairman MORGAN. Mr. Wolff.
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ENFORCEMENT OF EXISTING LAWS

Mr. WOLFF. Thank you, Mr. Chairman.
I would like to continue with the colloquy that has just taken place. 

You say that we have existing laws that cover the question of dis 
crimination. Tell me,why aren't those laws being enforced?

Mr. PARSKY. Well, it was my understanding, Congressman, that 
they are being enforced. If they are not, we ought to take steps to 
make sure they are.

Mr. WOLFF. You have jurisdiction over banks, in addition to the 
Comptroller of the Currency. You have jurisdiction over interna 
tional trade. There are several avenues for enforcement by the 
Treasury Department.

Mr. PARSKY. Well, we don't have jurisdiction from an enforcement 
standpoint.

Mr. WOLFF. Have you then turned over any of these other than the 
one case mentioned to the Department of Justice ?

Mr. PARSKY. Congressman, the Treasury Department does not have 
enforcement responsibility. Any instances that have been brought to 
our attention of any form of religious discrimination we would turn 
over.

Mr. WOJ.FF. Are you saying you don't know about any instances 
then?

Mr. PARSKY. We don't have responsibility for that. To the extent 
that any an1 brought to our attention, we do turn them over.

Mr. WOLFF. Don't you have the list that exists today of the Arab 
boycott list?

Mr. PARSKY. Yes, sir, but I thought we were talking about religious 
discrimination.

Mr. WOLFF. There is a question of religious discrimination, country 
of origin, racial discrimination, and the like, within the proscription 
of the A nib boycott.

Mr. PARSKY. Well, T tried to and I think Secretary Simon tried to 
indicate that there has been some merging of two issues. We have 
tried to separate the two. the boycott practices and policy articulated 
by the Arab countries, and as they have indicated they have sought 
to enforce it free from discrimination based on race, origin or other 
grounds. We have separated the two issues not because we feel that 
we want to support one or reject the other, but basically because we 
feel there are two avenues to seeking an elimination of each.

ARAB STATES EMBARGO ON UNITED STATES

Mr. WOLFF. Let's get to another point. There always exists the 
question of reinstatement of the embargo, by the Arab States upon 
the United States.

Have you discussed this at all? Have you any contingency plans in 
the event that is reinstated ?

Mr. PARSKY. We have discussed the question of the embargo. Both 
Secretary Simon and T were very actively involved during the time 
of the last embargo. We have had absolutely no indication whatsoever
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that any of the Arab countries are contemplating or have any desire 
to impose such an embargo.

Mr. WOLFP. Didn't Shiek Yamani say something about the fact that 
oil is a weapon, an economic weapon in warfare ? He said that about, I 
believe, 6 to 9 months ago.

Mr. PARSKY. Well, as I was going to say, the imposition of the em 
bargo was treated, is treated by the Arab countries as a political deci 
sion. There is no question about that. It was imposed because of the 
developments that were taking place in the Middle East, not because 
of a desire to be disruptive to the economies of the world, but because 
of the political developments there.

And I certainly would not rule out the possibility of political events 
triggering it again. I don't mean to suggest the contrary. In fact, I 
think the fact that the United States has increased its energy or oil 
reliance on the Arab countries is a bad sign for us and, in tact, we 
should be getting on with the business of developing alternative 
sources. But I have had no indication whatsoever in any of my recent 
discussions with Yamani or any of the other leaders in the Arab world 
that they are contemplating any imposition of the embargo.

With respect to the other question that you asked, as far as con 
tingency plans, we have taken steps both internationally and do 
mestically to attempt to bring us to a better position to address 
the situation of the embargo. Internationa'ly we have signed an 
emergency sharing agreement with other major consuming countries 
that call on the sharing of supplies in the event of an emergency such 
as embargo. Domestically, obviously our ^.-f/3 experience, which I 
don't look at with any great pleasure, since I was a part of it, does 
give us a better understanding of how to cope with the embargo.

But the critical question, Congressman, is that we still have not 
taken the necessary steps in order to bring us to a position of being 
invulnerable to a cut-off in supply. 

Chairman MORGAN. Time has expired. 
Mr. Bingham.

SUGGESTED MODIFICATIONS IN SECRETART SIMOX's STATEMENT

Mr. BINGHAM. Thank you. Mr. Chairman.
Mr. Secretary, first I would just like to point to two statements in 

Secretary Simon's testimony which I think require some modifica 
tion.

On page 4 he says:
The ultimate effect of such an approach is to tell Arab nations that either they 

must eliminate the Arab boycott entirely, irrespective of settlement in the 
Middle East, or cease doing business with American firms.

My quarrel with the statement is that the effort to prohibit Ameri 
can firms from cooperating with the boycott is not directed at the 
primary boycott of Israel, and to that extent the statement is over 
simplified as I think you would aTee.

Mr. PARSKY. Well, the statement, Congressman, was not just meant 
to refer to actions that are being contemplated with respect to either 
the secondary boycott or supplying of information, but it makes ref 
erence to that fact that there are a number of people that would want 
to confront the entire boycott per ae.
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THE ARAB BOYCOTT OP ISRAEL

That is what the statement was meant to refer to.
Mr. BINGIIAM. Nobody that I know of in the Congress is trying at 

this point to take legislative action which would in any way affect the 
Arab primary boycott of Israel, that is, the Arab refusal to do busi 
ness directly with Israel or with Israeli firms.

Mr. PARSKY. Perhaps we should have made it clear that we were not 
just referring to the Congress at this point. It wasn't meant to do that.

Mr. BINOHAM. Well our quarrel is with the secondary boycott.
Mr. PARSKT. I understand that.
Mr. BINGHAM. And the tertiary boycott and not at this point with 

the primary boycott.
Mr. PAHSKY. I understand.
Mr. BINOHAM. My second point is related to the matter raised by 

Mr. Lagomarsino. On page 5, the Secretary said:
The Arabs see that the United States has frequently engaged In economic 

boycotts for political purposes, for example, in Cuba, Rhodesia, North Korea, 
Vlet Nam, et cetera, so they cannot accept the argument they are not entitled 
to do the same.

Again, with slight exceptions those boycotts have been primary 
•ycotts and not secondary boycotts, right ? 
Mr PARSKY. Yes; that is correct.

THE U.S. LAW AND BOYCOTTS

Mr. BINOHAM. Let me ask you, is it unlawful under the administra 
tion's present regulations or under the law as you read it for one Amer 
ican company to refuse to do business with another American company 
pursuant to a boycott request?

Mr. PARSKY. I believe that the antitrust laws potentially could apply 
to that situation. When I say it is illegal, antitrust action would have 
to be taken and sustained, but I think there is provision in the law for 
the Government to, in fact, step into such a situation.

Mr. BINOHAM. Wouldn't it be better to make that absolutely explicit 
in the law ?

Mr. PARSKY. Well, as we have indicated, we believe the Justice De 
partment has adequate authority and has an investigation under way, 
and we feel that legislation along those lines at this point should not 
be undertaken.

Mr. BINOHAK. Well, in this particular case where you say that it is 
against the law, that is your interpretation. I can't see how you can 
argue that we shouldn't make it perfectly clear that it is against the 
law.

Mr. PARSKY. Well, the antitrust laws already prohibit agreements or 
conspiracies.

BOYCOTT AND THE ANTITRUST LAWS

Mr. BINOHAM. The Bechtel Company is hotly litigating that ques 
tion, and it is going to take probably years to settle it, so that in this 
particular instance you are arguing that what is U.S. interpretation 
of the law, Government interpretation of the law, should not be clari 
fied by what would really amount to a technical amendment.
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Mr. PARSKY. Well, Congressman, as I think we point out in our pre 
pared text, if the provision in the bill that deals with this question is 
intended to go as far as the antitrust laws now go, but embody it, that 
is one question, and with respect to that I would say that the antitrust 
laws are adequate.

If it intends to go beyond it, namely, if it intends to cover cases 
where a iirm unilaterally, without any agreement or any conspiracy, 
but unilaterally chooses not to do business with another firm, then I 
think it would place us in the untenable position of trying to assess 
motives behind the choice of one's doing business. And we would be 
opposed to that.

Mr. BINGHAM. Let's pass on to the next one.
Is it unlawful now lor an American company to pay bribes to the 

Arab boycott organization to be removed from the blacklist?
Mr. PAKSKT. Is it unlawful to pay bribes ?
Mr. BINOHAM. To be removed from the blacklist.
Mr. PARSKY. I don't believe it is unlawful in this country now to 

make a payment. It is not a crime, or unlawful, in fact, to make a 
payment abroad, and so I don't think the motives behind it would 
make a determination one way or the other.

There are some laws that the SEC enforces and IRS enforces that 
would affect payments abroad of any sort and such payments under 
certain circumstances would have to be disclosed.

Chairman MORGAN. Time has expired.
Mr. Solarz.

AMERICAN FIRMS ON THE BOYCOTT LIST

Mr. SOLARZ. Thank you, Mr. Chairman.
Could you tell us how many American firms are on the boycott list ? 

Do we know that?
Mr. PARSKY. Well, I don't have the exact number. The boycott list 

in the past has certainly been made a matter of public record. I can 
supply to the committee the best information that we have. The Com 
merce Department has made this available.

I would indicate that firms on and off the list vary considerably 
and at times it is difficult to tell how many are on and how many are 
off.

Mr. SOLARZ. Do you have ony idea roughly how many are on now ? 
You presumably deal with this problem, I would think you should 
know. Do you know or don't you know ?

Mr. PARSKY. I don't have the number.
Mr. SOLARZ. Could you find it out and supply it for the record ?
Mr. PARSKY. Yes.
[The information appears on p. 76.]
Mr. SOLAR*. How larpre is the volume of our trade with those Arab 

countries that participate in the Arab boycott?
Mr. PARSKY. I think it amounts to somewhere between $4V*> and 

$5 billion.
Mr. SOLARZ. That excludes any government-to-government sales?
Mr. PARSKY. Yes, sir.
Mr. SOLARZ. So we are talking about $41^ to $5 billion.
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Does the Arab boycott apply only to American exports or does it 
apply to American firms that attempt to import from the Arab 
countries?

Mr. PARSKY. It applies to doing business in any way.
Mr. SOLABZ. So it would cover both imports and exports. Does this 

$4% to $5 billion figure cover both ?
Mr. PARSKY. No. That just covers U.S. exports to the Arab coun 

tries. We import, as you mow, a considerable amount of oil and that 
wouldn't be included.

OIL COMPANIES AND THE BOYCOTT LIST

Mr. SOLABZ. None of the companies that import oil from the Arab 
countries—I would assume—are on the boycott list ?

Mr. PARSKY. Yes, sir.
Mr. SOLABZ. And there is no risk they would be put there, I would 

imagine. So we are talking about $41,4 to $5 billion.
Mr. PARSKY. In 1975 I said the potential is about $10 billion.
Mr. SOLABZ. Which appears to be a substantial amount of money. 

What percentage of the gross national product is that, do you know ?
Mr. PARSKY.T don't know what that is; iy2 percent, something like 

that.
Mr. SOLABZ. Less than that, I should think.
Mr. PARSKY. Less than 1 percent ? All right.
Mr. SOLABZ. Do you think that less than 1 percent of our GNP is a 

heavy price to pay for reaffirming our principle in terms of the eco 
nomic impact which this legislation might have, assuming that all of 
this trade were lost to us as a result ?

Mr. PARSKY. Congressman, I thought I had made clear, and I would 
like to repeat it, the reason tha* I didn't use the argument with respect 
to business is that I feel strongly, and it is the position of this admin 
istration, that no business, no business, with any country, or anywhere, 
is worth sacrificing our principles, and no business is worth accepting 
any form of discrimination.

1 didn't mean to suggest that.
The principal thrust of our argument is that with respect to the 

boycott and with respect to discrimination we want to see it ended. We 
don't believe that legislative approaches will bring about an end.

THE BECHTEL CASK

Mr. SOLABZ. I gather that was the thrust of your testimony. Let me 
ask you this. To your knowledge, have any of the Arab countries who 
participated in the boycott insisted that American firms, as a condition 
of not being put on the boycott list, refrain from doing business with 
other American firms on the boycott list, or have they limited their 
demands to limitations on trade with Israel itself?

Mr. PARSKY. The basis for the Bechtel suit, Congressman, is that, in 
fact, that has taken place. In discussing the issue with the Arab 
countries, they have indicated that they do not impose those kinds of 
requirements, that, in fact, they may refuse to do business with that 
third company, but that is a decision they would make.
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other firm.

Mr. SOLARZ. Would any American firm, to your knowledge, be put 
on the boycott list if it did business not with Israel but with another 
American firm that did do business with Israel ?

Mr. PARSKT. Not to my knowledge.
Mr. SOLARZ. No efforts along those lines, to your knowledge, have 

been made by the countries participating in the boycott ?
Mr. PARSKY. Not to my knowledge.

U.S. CORPS OF ENGINEERS ACTIVITIES IK MIDDLE EAST

Mr. SOLARZ. Isn't there something of an inconsistency in the boycott 
in the sense that they apparently i:ave no reluctance to do business 
with the U.S Government or its agencies like the Corps of Engineers, 
which obviously have substantial amounts of economic work with 
Israel, but they apparently refrain from doing business with private 
corporations whose volume of trade with Israel is far less than what 
our own Government has? Has that sort of contradiction ever been 
put to them in your discussions?

Mr. PARSKT. That is a contradiction, Congressman, and I would say 
that inherent in the contradiction is one way in which I think the boy 
cott is being eased, namely, that many of the Arab countries are assess 
ing the situation in terms of the benefits that flow to them and if they 
can adequately assure themselves that the benefits that flow to them 
from dealing with any entity, whether it be the Government or a firm, 
are equal or in excess t) the benefits that flow to Israel they would 
accept it, and that in fact is taking place.

ANTIBOTCOTT PROVISION ON ARAB OIL TO UNITED STATES

Mr. SOLARZ. One final question, and that is what would your reac 
tion be to the proposal that in the event the Arab oil-producing coun 
tries reimpose an embargo on oil to our country, that we might auto 
matically impose an embargo on continued shipments of American 
arms to those Arab countries that were getting them until such time as 
the embargo on oil were eliminated. In other words, writing into law a 
provision not necr sarily specifically referring to the oil situation— 
but say to critical commodities—whereby as a matter of law we would 
be obligated to embargo the sale of American arms or military train 
ing to countries that embargoed critical commodities to us. What would 
be the impact of such a provision, do you think ?

Mr. PARSKT. Well, I would be opposed to such a provision being 
placed in the law because I believe that the circumstances surrounding 
the oil embargo were very complex ones that were related to political 
developments that take place in the Middle East. Our decisions on 
military sales to other countries are decisions that are made to achieve 
a balance in the Middle East. I am opposing a restriction on military 
sales in response to an action relating to what is happening or may be 
happening in that part of the world potentially. This could be very 
destructive.
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If in fact we made the decision that we should do that with some 
degree of flexibility, we have the authority to do that without making 
it in fact a legislative requirement

EMBARGO: WEAPONS AND OIL
Mr. SOLARZ. Did we embargo the sale of American weapons to any 

of the oil-producing countries in 1973 when they established the em 
bargo on oil to us?

Mr. PABSKT. No.
Mr. SOLARZ. Do you think we ought to sell military weapons to coun 

tries that are denying us critical commodities that are essential to the 
functioning of our own economy ?

Mr. PARSKT. Well, Congressman, as I said, I think the embargo was 
treated as a political decision based on developments that were taking

§lace in the Middle East and that a reaction on the part of the United 
tates at that point in time to refrain from selling military equipment 

we believe would have been counterproductive to our attempt to achieve 
peace in that part of the world. 

Mr. SOLARZ. Thank you. Mr. Chairman. 
Chairman MORGAN. Mr. Oilman.

CURRENT UNITED STATES-ARAB TRADE LEVELS

Mr. OILMAN. Thank you, Mr. Chairman.
Would you be able to tell us, Mr. Parsky, about how much trade 

there has bee a by U.S. firms with Arab nations in 1975 ? I know we 
have had several figures presented to the committee.

Mr. PARPKY. Well, I relieve that the figure is somewhere between 
and $5 billion cf exports from U.S. firms to the Arab countries.

I will supply you for the record our exact statement and I would 
also be witling to supply you with a country breakdown.

Mr. OILMAN. Mr. Chairman, with your permission I request that 
that information be inserted at this point in the record.

Chairman MORGAN. Without objection, so ordered.1

ACTIVITIES OP MULTINATIONAL CORPORATIONS

Mr. OILMAN. Are the activities of our multinationals forcing busi 
ness into our multinational subsidiaries ?

Mr. PARSKY. I am not sure 1 follow the thrust of the question.
Mr. OILMAN. There has been some report that as a result of the Arab 

boycott a great deal of the business of the multinationals r being 
diverted to their subsidiaries in other countries. Is this occurring ?

Mr. PARSKY. Well, I don't have an accurate assessment of that. I 
would be glad to attempt to find out and supply it to you, but I don't 
believe that in fact there has been a tremendous influx of activity 
to the subsidiaries.

1 The Information, *ubfi«quently submitted, appears on p. 7<5.



Mr. OILMAN. On page 5 of the Secretary's testimony he stated that 
a number of firms do business with both Israel and the Arab countries 
and then went on to tell us how a prominent leader had informed him 
of that arrangement

Can you tell us a little more about how our firms are managing to 
do business with both Israel and the Arab nations ?

Mr. PARSKY. The principal way in which that is happening, Con 
gressman, is that these firms are demonstrating to the Arab countries 
that the benefits that flow to them outweigh the benefits that may flow 
to Israel and that gradually through the process of developing a rela 
tionship, countries are in fact accepting such business and, as I said, 
we believe this is increasing in numbers.

Mr. OILMAN. Do we have any idea of the extensiveness of such an 
arrangement f

Mr. PARSKY. I don't. I would be glad to try to see if the Commerce 
Department, which again keeps the running account, we cited only 
as an illustration and what we believe is an accurate general principle. 
To the extent that we have the information in the Treasury Depart 
ment, I would be glad to supply it

COMMERCIAL AND DEFENSE TRANSACTIONS

Mr. OILMAN. Is there a difference of policy between commercial 
transactions and defense transactions with regard to the Arab 
boycott?

Mr. PARSKY. Well, there are certain actions that the U.S. Govern 
ment has taken, which we outlined with respect to the distribution 
of bids or distribution of other requests that would apply to military 
transactions as well as other Government procurement policies. To that 
extent there is a difference.

Mr. OILMAN. With regard to the Arab policy, is there a difference 
between defense contracts and commercial transactions?

Mr. PARSKY. I don't believe so.
Mr. OILMAN. You have taken the approach that these legislative 

proposals with regard to the Arab boycott would be counterproduc 
tive and would be confrontational. What is the rationale for believing 
that these would be confrontational ?

Mr. PARSKY. Well, the principal rationale is having had extensive 
contacts and discussions with the leaders in the Arab world; we feel 
that we have some understanding of how they view the boycott, how 
they feel it should or has been practiced, and how they would treat 
and react to legislative proposals aimed at that. It is an assessment. 
It is a judgment, as I think Secretary Simon indicated, we are dealing 
with a matter that is judgmental and we have concluded that legis 
lative proposals at this point in time would not be productive toward 
the <»nd we want.

Mr. OILMAN. That is a departmental judgment then, I take it 9
Mr. PARSKY. An administration judgment



Mr. OILMAN. Thank you. 
Thank you, Mr. Chairman. 
Chairman MORGAN. Mr. Rosenthal.

A "PICK AND CHOOSE" BOYCOTT
Mr. ROSENTHAL. Thank you, Mr. Chairman.
Mr. Secretary, I think 1 will use my 5 minutes, or at least as much 

as the chairman graciously permits, to comment on what I consider 
to be a rather offensive and disingenuous statement by Mr. Simon. 
It won't be necessary for you to comment or answer any questions since 
I will use most of this time to discuss this wholly inadequate 
statement

On page 2, in the first paragraph, the Secretary states:
The secondary boycott introduced in 1951, operates to prevent firms any 

where in the world from doing business in Arab countries or from entering 
into business undertakings with Arab nrms if they have especially close eco 
nomic ties with Israel, or if they contribute to the Israeli defense capability.

The fact is that many U.S. defense contractors which contribute 
significantly to the Israeli defense capability are not on the boycott 
list because the Arabs want to use those defense capabilities for their 
own purposes. In other words, the Arabs pick and choose; there is 
little principle involved in which companies are blacklisted. Indeed, 
many of the 1,500 American companies on the boycott list have no 
business with Israel or have not in a long period of time done busi 
ness with Israel. In the latter group is General Tire and Rubber, 
which had to hire a mercenary fixer to try to get its name off the list 
as reported in Fortune Mptjazine. This only affirms that the boy 
cott is arbritary if not extol nonary in impact.

At the top of page 5, Mr. Simon testifies that congressional action 
to prohibit compliance with secondary boycotts could very well jeop 
ardize the $5 billion which Americans annually sell to Arab States.

TESTIMONY OF THE MORGAN GUARANTY BANK

Yesterday morning, the Morgan Guaranty Bank testified before 
a subcommittee which I chair that 24 letters of credit had been sub 
mitted to their bank containing offensive boycott clauses. When 
Morgan Guaranty said they wouldn't act favorably on those letters 
of credit, 23 of them oanie back with the offensive language stricken. 
In other words, these importers in the Arab countries were willing 
to push for boycott con pliance until they felt some resistance.

Hut when Morgan Guaranty said they wouldn't comply with these 
offensive conditions in letters of credit, the Arabs would rather remove 
the conditions than forego the business.

And so in my judgment it is a myth, it is a fiction, to say that we 
would lose the Arab markets if we vigorously and consistently en 
forced stated U.S. policy against the boycott of American companies. 
Opposition to the boycott should become n national responsibility so 
that individual American companies do not have to buy their way off 
the blacklist.
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U.S. ECONOMIC BOYCOTTS

I also find highly irresponsible the following argument from page 5 
of the Secretary's statement:

They [the Arabs] see the United States has frequently engaged in economic 
boycotts for political purposes, for example in Cuba, Rhodesla, North Korea, and 
Vietnam, so they cannot accept the argument they are not entitled to do the same.

There is little question that nations can engage in primary boy 
cotts; it has been done for thousands of years. If Arabs refuse to deal 
with Israeli firms, that is their concern. Similarly, the U.S. boycotts 
of Cuba, Khodesia, North Korea, and Vietnam were primary boycotts 
and involved solely these countries and the United States. But the 
Arab boycott of American companies goes well beyond these prece 
dents to involve innocent third parties. We never told British com 
panies that they could not buy Cuban cigars. Yet the Arbs are telling 
American businesses that they cannot purchase goods from Israel.

In the next paragraph, Secretary Simon says:
Other U.S. firms are maUiig some progress in working boycott clauses oat of 

the various stages of their transactions, for example, contracts, letter of credit, 
and shipping Instructions.

Why in Heaven's name leave enforcement of U.S. policy clearly set 
forth m the Export Administration Act and reaffirmed by the Presi 
dent last November to individual firms to barter and bargain and to 
have to hire agents to buy themselves off the list. U.S. firms ought to 
be protected by U.S. policy. The only way to do that and equalize the 
burden of this type of nefarious boycott is enact strong laws that deal 
with the situation.

Further down on page 5, the Secretary says:
The Arab countries, in fact, are considering the adoption of a standard policy 

of exemption from the boycott list any firms which makes as significant a con 
tribution to them as to Israel.

This amounts simply to bribery and extortion of American com 
panies to do $10 worth of business with Israel, these American firms 
are extorted into doing $10 worth of business with the Arabs.

IBM and Hilton Hotels can comply with these conditions but what 
small exporter in the United States can meet that kind of require 
ment?

The secretary, I respectfully suggest, is saying to American ex 
porters that they have to deal with extortionists to get off the black 
list and that they don't have the U.S. Government to protect them.

On page 10, the Secretary says:
From my own conversations and reports that have come to my attention, 1 

believe the Arab Governments are beginning to recognize that this issue, the 
boycott, is prejudicial to their own economic interest.

Why then does the U.S. continue to acquiesce in the boycott? Why 
don't we have a firm line of resistance FO that all American companies 
receive equal treatment in dealing with Mideastem countries ?

Moreover, the Secretary's statement is inconsistent witli the argu 
ment that prohibiting compliance would cost business.
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A LAW : "THE BOYCOTT WOULD FOLD"
Mr. Secretary, my own judgment is that if this Congress enacted a 

law outlawing the boycott at the secondary and tertiary level, the boy 
cott would fold,

I am really not interested in how the boycott affects our ally Israel 
although I believe it has a serious adverse impact. I am more troubled 
by the detrimental economic, social, and philosophical effect upon 
L.S. companies. The kind of rhetoric you and the Secretary have 
been using—we will work it out, we will deal with it privately, let 
each company pick and choose—is antithetical to the American way 
of doing business.

It is the responsibility of this committee, this Congress, to end the 
boycott of American firms and enact laws which say—

This boycott by outside forces Is repugnant to the principles and interests of 
the United States of America.

I yield back the balance of my time.

REPORT FROM HOUSE INTERSTATE AND FOREIGN* COMMERCE OVERSIGHT
COMMITTEE

Chairman MORGAN. The Chair would like to bring to the members' 
attention a report before them which contains preliminary findings 
of the House Interstate and Foreign Commerce Oversight Committee 
on the boycott, and without objection, we are going to make this a 
permanent part of the record.

[The letter referred to follows:]
HOUSE or REPRESENTATIVES, 

SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS 
or THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE,

Washington, D.C., May 6,1976. 
Hon. THOMAS MORGAN,
Chairman, Committee on International Relations, Home of Representatives, 

Washington, D.C.
DEAB MR. CHAIRMAN : As you know, the Subcommittee on Oversight and In 

vestigations, Committee on Interstate and Foreign Commerce, Is currently in 
vestigating the Arab trade boycott against Israel and other restrictive trade 
practices imposed on United States commerce by foreign governments, corpora 
tions or citizens. In particular, we are seeking to evaluate the impact of these 
practices on American commerce, to ascertain the effectiveness of Federal laws 
related to the boycott and whether they are being enforced, as well as to 
determine whether new law is needed. In this regard, some of our preliminary 
findings may be of value to the members of the House Committee on Inter 
national Relations as you consider various amendments to the Export Ad 
ministration Act.

On December 8, 1975, the Subcommittee received via subpoena approximately 
12,000 reports which were filed pursuant to the Export Administration Act (00 
U.S.C. App. 2402) with the Department of Commerce by American erporters 
between July 1, 1970 and December 5, 1975 to describe requests received to 
participate In boycotts or other restrictive trade practices imposed by countries 
friendly to the United States against other countries friendly to the United 
States. Subcommittee staff reviewed all of these reports and systematically 
recorded and computerized about two dozen different items of data from each 
report filed between January 1,1974 and December 5,1975.
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On February 17,1976, tbe Subcommittee obtained a set of Approximately 9,000 

Export Administration Act reports filed for boycott requests received between 
December 5 and December 31, 1975. Incidentally, I believe tbe facts that there 
were such a large number of report documents filed during the last three weeks 
of 1975 can in large part be attributed to increased publicity about both the Arab 
trade boycott and congressional concerns about the boycott, as well as a Com 
merce Department regulation which went into effect December 1, 1975 requiring 
that boycott reports be filed by banks, insurance companies, and freight for 
warders. Because of the large number of documents for this three-week period, 
the staff reviewed a scientifically selected random sample so as to make extrap 
olations on the rate of complicance and the amount of sales subject to boycott 
requests.

The sampling of this data to complete the last quarter of 1975 is expected to 
be completed shortly. Likewise, the Subcommittee's report on the Arab trade 
boycott should be completed by the end of May. However, since the House Com 
mittee on International Relations is considering legislation to renew the Export 
Administration Act, including amendments related to boycott practices imposed 
by foreign concerns, I felt that you would appreciate the benefit of some of the 
preliminary statistical analysis derived from reports filed between January 1, 
1974 and December 5,1975.

During that period, 637 firms filed reports covering 4,279 sales records totaling 
$781,524,620 for which boycott requests were received. Most of the reporting 
companies complied with these requests. Although there were numerous coun 
tries found to be the subject of boycotts importable under the Act, in terms of 
sales dollars, virtually all of the boycotts reported were directed against Israel. 
An analysis of boycott compliance should include not only the rate of reported 
compliance, but also what exporters were asked to do, the means uaed to convey 
the requests, and the relative impact, principally in terms of sales dollars, of the 
various requests. Those details are summarized in this letter.

Boycott requests were conveyed in one of three types of documents; sates, 
trade opportunities, and questionnaires. Sales documents include letters of credit, 
purchase orders. Invoices, consular invoices, certificates of origin, certificates of 
manufacture, and contracts. Trade opportunities, including bid specifications, 
are often sent to several companies to specify the terms of a potential or pro 
posed contract. A trade opportunity is, in effect, an offer to do business where, 
for example, a railroad company in Saudi Arabia would advertise its interest in 
purchasing railroad cars meeting certain construction specifications and from 
a manufacturer willing to sell pursuant to certain contractual terms. Question 
naires are sent by foreign concerns to American companies who may or may not 
be doing business with the requestor. In fact, although some questionnaires are 
sent in response to specific sales, most originate from the Arab League's Boycott 
Office and include questions designed to determine tbe relationship of tbe ex 
porters to Israel or business interests in Israel, or in some instances, whether 
the exporting companies have Jews or persons with "Zionist tendencies" on the 
corporate board of directors or as corporate officers.

Accordingly, the meaningfulness of dollar figures cited for the receipt of ques 
tionnaires or trade opportunities is limited for the purpose of determining the 
economic impact of boycott requests. The dollar totals for all types of documents 
adds up to $2,749,084,929. However, as explained above, this total includes dupli 
cations. Thus, for the purpose of the analysis of compliance with tbe boycott 
provided here, only the responses to sales records are provided.

A single sales document containing a boycott request may contain one or more 
clauses that can be classified in terms of one of seven types of clauses. These 
types of clauses, in order of the greatest amount of sales dollars governed by 
them, are as follows:

Origin.—Clauses concerning tbe origin of the products exported. This type of 
clause typically includes the request that the exporter certify that the goods to 
be chipped are not of Israeli origin, or is wbolely of United States origin.

SHpplny.—Clauses related to shipping goods to Israel This type of clause 
typically includes tbe request for companies to agree, or certify, that they will
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not ship the goods aboard an Israeli ship or a snip blacklisted by the Arab League, 
or a ship which will stop at an Israeli port.

Israeli economy.—Clauses related to doing business 'n Israel. This type of 
clause typically includes the request that the company certify that it is not doing 
business in Israel in terms of making sales to Israel or having an office or sub 
sidiary In Israel.

General.—Clauses referring to compliance with the boycott regulations. This 
type of clause typically includes the request that the exporter agree to comply 
with the boycott regulations promulgated by the Arab League Boycott Office.

BlaoklM.—Clauses referring to being blacklisted by the Boycott Office or doing 
business with a boycotted firm. This clause typically includes requests to certify 
that the exporter is not blacklisted or is not doing business with a blacklisted 
company.

Insurance.—Clauses referring to exporting goods insured by insurance com 
panies blacklisted by the Boycott Office. This clause typically Includes a request 
for the exporter to certify that the goods being shipped are not insured by black 
listed insurance companies.

Religiout-ethnic.—Clauses referring to the religious or ethnic heritage of the 
corporate officers or boards of directors of the exporting firm. This type of clause 
typically includes the request for the exporter to supply information on the reli 
gious affiliation of the corporate officers or boards of directors, or certification 
that none of the corporate officers or senior employees are members of the Jewish 
faith.

Prior to October 1, 1875, companies were not required to answer questions on 
the Commerce Department reporting form concerning the companies' action or 
non-action In responding to boycott requests. During that period, companies 
failed to answer the compliance question for reports filed for 46 percent of the 
sales records. For 52 percent of the sales records, reporting companies (aid they 
had complied with the boycott requests; for 1 percent of the sales records, com 
panies said they had not complied, and for another 1 percent of the sales records, 
companies reported tbat they were undecided.

The Commerce Department's practice of permitting exporters to answer the 
compliance question <>u a voluntary basis was criticized by Subcommittee Mem 
bers during a Subcommittee hearing on September 22, 1975. During that hearing, 
Representative James H. Scheuer told the then Commerce Secretary, Rogers C. B. 
Morton, that it was "an abuse of your discretion not to ask companies . . . 
whether they intend to comply with the boycott (request)." Although Secretary 
Morton then replied tbat "there was some legal question as to whether we (the 
Department) have the authority" to require answers to the compliance question, 
three days later the Secretary wrote to me and stated that, effective October 1, 
1975, responses to the compliance question would be made mandatory.

According to reports filed between October 1,1975 and December 5, 1975, com 
panies reported that they had complied with the requests for 90.573 percent of 
the sales transactions. For 2.049 percent of the transactions, companies said they 
did not comply. For 0.400 percent of the cases, companies said they had not 
decided. For d.907 percent of the transaction*, companies did not answer that 
question. As for the amount of sales governed by these transactions, 96.4 percent 
of the sales dollars were governed by requests in which the companies said that 
they did comply with the boycott requests. A complete breakdown for this data 
is provided in an enclosed chart.

It should be noted that the Commerce Department has not kept tabulations on 
compliance according to Miles dollars. The enclosed table Illustrates the value of 
this data. The chart shows that the percentages for the number of records and 
for the sales dollars totals often are not the same. For example, during the 1st 
quarter of 1975, in which there was considerable publicity about the boycott, 
most reports were filed without responses to the compliance question. According 
to sales records, 59 percent of records were filed without responses to the compli 
ance question. Rut according to sales dollar*, 91 percent of these reports were 
without responses to the compliance question.

i4-m o - ?• - e
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I hope you flnd this information of value. As more information Is available, 
I will fnrward It to your Committee as well as to the Chairmen of the House 
Committee on the Judiciary and the Senate Committee on Banking, Housing and 
Urban Affairs. 

Sincerely,
JOHN E. Moss, Chairman. 

Enclosures:

TOTAL NUMBER OFSALFS RECORDS PFPOPTFD WITH PFPCFNTS OF PFCORDS, SAIFS DOLLAR TOTAIS WITH PER- 
CENTS OF SALES DO'.LAR TOTAIS, AND EXPORTER PiSPONSFS TO THE QUESTION OF WHETHER THEY COMPLIED 
WITH THE BOYCOTT REQUEST FOR THE PERIODS IN WHICH THEY WERE REPORTED AS HAVING BEEN RECEIVED 
(AS INDICATED BELOW)

Quarter ind compliant*

lit quarta' 1974:
DM not...... ...... ................. ..........
Did........................................
ItadKidod.... ................................

2d qiurtir 1974:
Did not....... .............................
Did........................................
Uiidaeidod.. ..................................
No rnpoma..... ..................... ......

Mqwrtarl974:
Did not..... -............  .................
Did........................................
UntfMldtd.. ..................................
No n$p«»»....... .........................

40) OMrtar 1974:
Did not...... ..............................
DM........................................
UndKitfod.. ..................................
No rMpoDM... .............................

Irtquarttf 1975:
Did not...... ..............................
Old........................................
'JiidicWtd... ..............................
No rtspont.... ............... ............ 

2d quartwWS:
Did not.. ...... ............................
DM.. ........ . .... ... . .......
UiKtoedhd........ .........................
No rttpomi... .......... ................... 

3dq«rtafl975: 
Did not...  ........... ...................
Did............. ............. ............
UndacMad... ....... ........................
NorttDOIHa.. ............ ..................

4tk qwrltr 1975 (up to Dtc. 5, 1975): 
DM not.. .............................. ....
Did.... ................................ ....
Undaeidad... ...... ....... ..................
NorwnoMi  ............ ....     .--..-

October 1975:
Did not... ............................. ...
Dtd... .....................................
Ifcdacidtd.,... ........................... ..
No ratpoma.. ..............................

N»vtmbarl975:
OMiwI....;......  .................... ..
Did... ................................ .....
Uiidaei<l«d.... ................................
No ratpoma.. ..............................

DMMibtr 1975 (up to Dfctmbtr 5):
Did «ot.. .............. ...... ...... ......... .
Did.... .............................. ......
Uw)«cid«J-...- ............. ..................
No cnpomt.. ..............................

For ad ftewd* Htd bKwMn Jin. 1, 1974 and D«c 5,
1975: 

Did not.. ........................... ...... .
Wd.. ............ ....... .............. ....
Undieid«d... ................................
No rnponit., ..............................

Amount

1, 498,1(7

8, 142. 834

4,156
8,365,165

546,092

13,521,988

694.011

3.425
«, 126. 626

2.5)4,025

53S. 431
7,915,146
9,516.241

187,954,428

175. 275
56, 577. 470

21,991
124.778,751 

50 030
176.031.170

295.018
SI, 3*5, 941

144, 117
13,339.611

8.365
345. 617

121,671
4,630.492

8,365
43.387

22.446
6,673,210

90.574

2,035.909

211,656

934.758
352,921,999

10.060.314
417,607,55!

Ptrcmt
amount

0
15.539
0

84.460

.0*6
93.828
0
6.125

0
95.118
0
4.881

.039
70.712
0

29.247

.260
3.843
4.621

91.274

.096
31. 162

.012
68.728 

.021
77.283

.129
?2.564

1.041
96.400

.060
2.497

2.532
96.389

.174

.903

.330
98.334
0
1.334

0
90.582
0
9.417

.119
45.158

1.287
53.434

ToUl
words

40

73

1
53

38

77

22

1
85

65

3
159

9
250

5
564

2
524 

13
782

15
471

5
221

1
17

3
134

1
7

2
78

5

9

5

37
2.330

31
1,881

Pircont total
rtcord*

0
35.398
0

64.601

1.086
57.608
0

41.304

0
77. 777
0

22.222

.662
56.291
0

43.046

.712
37. 767
2.137

59.382

.456
51.506

.182
47.853 

1.014
61.046

1.170
36.768

2.049
90.573

.409
6.967

2.068
92.413

.689
4.827

2.352
91.764
0
5.882

0
64.285
0

35.714

.864
54.451

.724
43.958
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Chairman MORGAN. The committee stands adjourned.

FINAL REMARKS OF MR. PAR8KY

Mr. PARSKY. Before you adjourn, I would just like to make a few 
final remarks, if that is all right. I realize that the Congressman 
used up the entire 5 minutes and this is not meant to evoke any 
controversy but I think it is important that I clarify a few points 
for the record.

Again I would like to state categorically that we in the Treasury 
Department and in this entire administration under no circumstances 
feel any principles that are inherent to the development and preser 
vation of this country should be sacrificed for one piece of business. 
Our objectives, I think, are the same as Congressman Rosenthal 
expressed, namely, we want to eliminate all forms of discrimina 
tion as part of our system and we want to eliminate all boycotts 
because as restrictive trade practices, they are counter to our policy 
of seeking a free and open world trading system.

The dinerence, however, is we disagree as to how we can achieve 
this objective. The reference that Congressman Rosenthal made to 
the Defense contractors that are not on the boycott list I think is 
only supportive of the fact that we agreed that the boycott is not a 
totally consistent policy. There are manv Arab countries that are 
in fact willing to do business with firms that make a significant eco 
nomic contribution to them. That is not the end of the process, that 
is a step m the direction.

I would rather work toward an elimination of the boycott through 
gradual process *Hn not have it move in that direction at all.

The reference u» Morgan Guaranty that the Congressman made, I 
am aware of the fact that a number of banking institutions have 
been working with the Arab countries and have eliminated most of 
if not all of the prohibitive clauses. I think this is a positive devel 
opment. I don't think that necessarily should evoke from us a leg 
islative response. I think we should work to expand that kind of pro 
gram. I think that we, ns I said, have cited a number of steps that 
we have taken. We want to take more.

And finally, Mr. Chairman, I think the issue has often been cast 
too much in the direction of the political arena and not in terms of 
sound analysis of how we can really bring about an end. That is 
what we have been trying to do. It is our strong position that the 
best way to end the boycott is in fact to bring pence in the Middle 
East.

[The following was subsequently submitted by Gerald L. Parsky, 
Assistant Secretary of Treasury for International Affairs, in response 
to questions submitted during the meeting:]

DEPARTMENT or THE TBEASUBT,
WaiMngton, D.C., June £2, 1978. 

Hon. THOMAS E. MOBOAN, 
Hotue of Repreientativet, 
WatkiHffton, D.C.

DBA* MR. CHAIRMAN : As I Indicated in my appearance on Jane 9 before your 
Committee, I am forwarding to you the following information that members of 
the Committee requested from the Treasury Department for insertion in the 
record.
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1. At Tab A, you will find information on U.S. merchandise trade with Israel 

for the five years 1971 to 1975. The U.S. Government has no bilateral data on 
receipts or payments for services.

2. The information requested on 1975 U.S. trade with the Arab countries that 
subscribe to the boycott is given at Tab B. We have also included a country by 
country breakdown.

3. Members of the Committee asked for information on the number of Ameri 
can firms on the Arab boycott list. I would first point out that there is no source 
of reliable and up-to-date information on this subject and furthermore that each 
Arab government promulgates its own list based on recommendations from the 
Central Boycott Office in Damascus. Several unofficial lists ot boycotted firms 
have been published in recent years, however, and one of these, reportedly issued 
in 1970 by the Chamber of Commerce and Industries in Jidda, Saudi Arabia, 
was repiinted earlier this year an uu uppumix to tl.e heatings before the 
International Relations Subcommittee on International Trade and Commerce 
entitled "Discriminatory Arab Pressure on U.S. Business," pp. 147-215.

Another list was published in Lebanon, with supplements including firms and 
ships added through September 11, 1974, together with deletions and replace 
ments of firms on the main list. A copy is attached at Tab C for your information.

As you can see, this list contains a total of 1,852 entries for U.S. firms and 
organizations, but the number is virtually meaningless since it not only includes 
names subsequently deleted or replaced but also hundreds of duplicate entries, 
names of subsidiaries and even individual trademarks (e.g. for Ford FOMOGO, 
Ford "D," F-100 Pick-up,, Lincolon, Mercury, Marquis, Maverick, Maverick 
Grabber, etc.). The total number should be reduced substantially to get an 
order of magnitude of the number of American firms actually on the list promul 
gated in Lebanon.

4. We do not have any data on the volume of business which may have been 
transferred by American firms to their subsidiaries overseas as a result of the 
boycott or on the extent to which companies have made equivalent trade or 
investment arrangements in Israel and in the Arab countries. During my testi 
mony, I mentioned that I thought the Commerce Department might maintain 
such records, but Commerce has informed me that such data are not available.

I was also requested to provide the comments of the Treasury Department 
on the renewal of the Export Administration Act, especially those features 
which pertain to export controls, and whether the Treasury had any changes 
to propose In the Act. Our review is not yet complete and I will forward the 
Treasury's comments and any proposals for changes in the Act to yr j as soon 
as possible. Please be assured that you will receive our comments in time for 
your mark-up of the Bill, which I understand will take place after the July 4 
recess.

I hope this information will be of help to your Committee. 
Sincerely yours,

GERALD L. PAESKT, 
Assistant Secretary for

International Affairt.
Attachments.
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TAB A
U.S. MERCHANDISE TRADE WITH ISRAEL 

(InmUlioniofdolltnl

Exports Imporb

mi....................................................................... 077.0 173.2
:I72...... ................................................................. 514.1 222.4
1*73....................................................................... W5.2 2M.6
1174..............................-...—.................................. 1,160.1 202.4
1175....................... ............................................... 1,553.1 312.1

Note: Data h (.o.b. md IndudM military tMp»,a<ib. 
Sourer Doptrtmwrt of Comnwrct.

TAB B
UJt. EXPORTS TO MEMBER-COUNTRIES OF THE ARAB LEAGUE, 1S7S 

(Dollar tmounts In mNflom, f.o.!».|

UAwporti 
U.S. uportt Total import* as ptrttnt of 

to  from- Arab Import*

.Miarta... .................... ..........
fihraiii.... .............................
ftf*....... ............................
Icaa.. ............ .......................

Labanon
ObYa...... ............................

Oaun
Qatar
£»« Arabia'...... ......................

Svdrn
Syria
TinWa
Vnrtod Arab Emirttos
y*ii«ii<A.R.)............................
ramM (P.D.R.)... .......................

Total.............................

U3J
^0

. . . M3

................... 310
... IfS

3(0
402

................... 232

................... 14
... 200

................... 75
50

... . . . .... 1.902:.:::::..:.:.::.:::   o

...... 103

................... 121

372
................... 1
................... 3

................... 5.4(4

$5,700

i:£ *S
2,120 
1,700 
4100tin
U5il 
(.500

US
1.500

42.054

11.1

15.0 
5.1 

310 
17.3 
21( 
17 
14

t!
211

41
It

4.0

1172
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U.S.A

1 — A.CD. SALES CO. INC.
2 — A.CS. INDUSTRIES INC (71, VUta- nova & Florence Drive, Woonsocket Rhode, Island, USA.).
3 — ADAMS CARBIDE CORP. (141 Mar ket st Kcnilworth N.Y.) filialle a

4 — AIR ELECTRIC CORP. OF NKW YORK * TEL AVIV N.Y.C., N.Y.
8 — AJAX ELECTRIC MOTOR OF RO CHESTER N.Y.
« — ALED ORIGINALS LTD. (1410 Broadway N.Y. 18 N.Y.).
7 — ALBUMWA (82 Beaver it. N.Y. 

N.YXX).
• — ALVA MEUSEUM REPLICAS INC. •on nom commercial : ALVA STONE ALACAST (140 West 22 ND. it New York 11).
9 — ALWEG RAPID TRANSIT SYSTEMS OP WASHINGTON STATE INC. (1900, FIFTH Av«, Seattle 1, washing- ton).

10 — AMERICAN ASSOCIATES eonnue MM no.™ UNITED ASSOCIATES OF NEW YORK.
11 — AMERIND SHIPPING CORP. (Public Lefger Bn'Ming Philadelphia Pea OAA.)*
12 — THE AMERICAN BIUTRTTE RUB BER CO. JNC. (22 Willow st Chelae* Maw) oonrue arant : RUBBER CO. OF CHEL8EA MASS.
U — AMERICAN BOX SHOOK EXPORT ASSOCIATION (820 Market at. San Pnutctoo. California).
14 — L AMERICAN COMMITTEE; FOR BAR. ILAN UNIVERSITY IN ISRAEL INC. (Ml Ltndngton AVMMM New York N.Y. 10022).

14/b — AMERttJAN COMMTTTEF. FOR BAR- ILAN UNIVERSITY. (17509 \VYOU- INO Avenue Detroit 21 • Michigan).
' U — AMERICAN CONTINENTAL 8CH- APTBR'8 ASSOCIATION INC. (11 Weet 42 ND at. New York 18 N.Y.).

16 — AMERICAN DENTAL MANUFAC-

17
18 

.19 —

20 —

21

22

23

24

25 —

28 —
27 —

28 —

29 —

30 —

31 —

32 —

33 —

34 —

TURERS (DENTAL MANUFACTU RERS OF AMERICA) (Commercial Trust BLDG. Philadelphia Pemwyiva- nia).
AMERICAN DOLL & TOY CO. 
AMERICAN DOLL CO. INC.
AMERICAN ELECTRIC LABORA TORIES INC. (121, N. 7th at, Phila delphia 0, Penn).
AMERICAN ELECTRIC POWER CO. INC. (2 Broadway New York 9 N.Y. US.A.).
AMERICAN ELECTRIC POWER SERVICE CORP.
AMERICAN ISRAEL BASIC ECO NOMY CORP. (Almbec) (30 Rocke feller Plaia 10th FLR. New York 22).

ISRAEL MANAGE-AMERICA A 
MENTCORP.
AMERICAN-ISRAEL CULTURAL FOUNDATION (2 wcat 49th •treet, New York 80, New York).
THE AMERICAN ISRAEL GAS CORP. LTD. (AMISRAGAS) aon bu reau a. New York.
AMERICAN ISRAEL PAPERMILLS.
AMERICAN ISRAEL PHOSPHATES CO.
AMERICAN-ISRAEL SHIPPING COMPANY connuo turn! ISRAEL- AMERICAN SHIPPING CO.
AMERICAN ISRAEL WORLDS FIRE CORP.
AMERICAN LATEX PRODUCTS (8341 W.EX eecond BLVD Hanthorne .California).
AMERICAN LEVANT MACHINERY CORP. (25 Woet, 23 at N.Y.).
AMERICAN MEDITERRANEAN CORP. (175 Fifth Ave, N.Y. 19. N.Y.)
THE AMERICAN-PETROLEUM PRODUCTS CO. INC (330. 4th Ave.. N.Y.C.).
AMERICAN PRECIOUS STONES (55 Liberty street New York 5, New York)
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85 — AMERICAN ROLAND FOOD CO. (22 
Hudson street New York, 13. N.Y.).

86 — AMERICAN RUBBER & CHEMICAL 
00.

S7 — AMERIND SHIPPING CORP. (Public 
Lcfgcr Building Philadelphia Pen, 
U.8.A.*

88 — AMKS COMPANY ING (Elkhart a 
Indiana).

89 — AMES INTERNATIONAL, INC. (El 
khart a Indiana).

40 — AMESTERDAM OVERSEAS CORPO 
RATION.

41 — AMPAL (AMERICAN PALESTINE 
TRADING CORP.)

42 — AMEREX TRADING CORP.
43 — ANDORA INC.
44 — ANDRE PROST (100-11 Astoria Blvd. 

Corona, L.I. New York).
' 46 — ANGLOTEX INC. (Delaware).

46 — ANNMARIE SPORTSWEAR INC. 
(1407, BROADWAY, New York 18, 
N.Y.).

4T — A. PLEIN « CO. INC. (11 West 42ND 
st N.Y. 30 N.Y.).

48 — APPAREL INDUSTRIES INC. (1407 
Broadway N.Y. City).

40 — ARO-VENEERS INC.
60 — ARTISTIC ISRAEL JEWELRY MFC 

CO. (38 Carnal street, New York 2. 
N.Y.).

61 — ARYE ROZENSON (30 West 47th. st. 
New York 17, N.Y. U.8.A.).

81/b — ASSOCIATED CONCRETE PIPE 
OP FLORIDA INC. CO. (Florida).

53 — ASSOCIATED DRY GOODS CORP. 
" .' (417 Fifth Avenue N.Y.C.).

54 — ATA TRADING CORP. (1864 Broad 
way, New York 10. N.Y.).

55 — AVEENO CORPORATION.

66 — THE BALTIMORE LUGGAGE CO.
• 57 — BANCO AMERICANO ISRAEL (tra- 

vallle a L'Uruguay).
58 — BANCO INC.

59 — BEAUNIT MILLS INC
00 — BAYWAY TERMINAL DIVISION,
SI — BAYSID LAND CORP.
62 — BEATTIS LIGHTER (55 West 42 st. 

New York 36, N.Y., U.S.A.).
63 — BEECH BOTTOM POWER CO.
64 — BEECHFIELD RENTAJL. HOMES, 

INC.
(526 7TH Ave., New

CONSTRUCTION CO.

65 — BEGED-OR 
York).

66 — BELSFORD 
INC.

67 — BERHMAN HOUSE INC.
68 — BERMACO INC (140 Fifth Avenue 

New York 11, N.Y. US.A.).
69 — BESTFORM CORSETRY LTD. (38-01 

47 ave. Long Island City New York).
70 — BI-FLEX INTERNATIONAL INC. 

(11 East 36TH st. N.Y. 16 N.Y.).
71 — BISCHOFF CHEMICAL CORP. 

(Ivoryton Connecticut).
72 — BLAIR HOUSE FABRICS.
73 — BOLT BERANK NEWMAN INC, (50 

Moulton it. Cambridge Massachusscts 
U.S.A.).

74 — BOMMER SPRING CO. INC.
• (Landrum south Caralina U.S.A.).

75 — BONAFIDE MILLS LNC.
76 — BOTANY INDUSTRIES INC. 

. 77 — BOTANY MILLS INC. (Pascaic N.J.)
78 — BRANT YARNS INC. (1412, Broad 

way).
79 — BOYAR KESSLER INVESTMENT 

CO. INC. (8447, Wilshire Blvd. Bcver- 
ly Hills. Calif.).

80 — BRAGER * CO. connuo avant HAR 
RY BKAGER & CO. (60 wall St. New 
York) filialc a Washington (1218. 
16U> st. N.Y. Wachington D.C.).

81 — BROAD STREETS (Chicago).
82 — BROAD STREETS INC. (Daroff. M.)
83 — BROAD STREETS ST. LOUIS.
84 — BROOKLYN APARTMENTS INC.
85 — B.R. BAKER CO. (Toledo, Ohio).
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W — BRYAN OLDSMOBILE (883 Witti- •hire Blvd. Boverly Hills Lo*-Angelo*, California).
87 — 1616 BUILDING CORP. (WUmet, Illlnoto).
88 — BULOV/, FONDATION. 
80 — BULOVA WATCH CO. 
00 — BURBERYS (New York).
01 — BURUNGTON INDUSTRIES INC (Greenabore, North Carolina, U.S.A.)
02 — BURGESS BATTERY CO. (2550 Pe- Unon Avenue Chicago 45, U.S.A.).
03 — B. WEBER &*HEILBRONER (New York).
04 — CAL AM 'J»C <9iX> Faxon Avenue. San FkiDCfaeo 12, California, U.S.A.).
05 — CALBROmC
08 — CALONLYMPIC GLOVE CO. INC (Cmlifornla).
07 — CAPTINA OPERATING CO.
08 — CARMEL WINE CO. INC (08 fifth Aven. N.Y. 17, N.Y.).

CARDEFF GYPSUM CO. (Fort Dodge alWA).
00-

100- 

101 • 

103-

103

104

105 —
,106 —
'l07 —
108 —
100 —
110 —

111 —

APPARTMENTSCARROLLWOOD 
INC.
CAItROLL WOOD CONSTRUCTION CO. INC
CARROLLAYOOD RENTAL HOMES INC
CE. DE CANDY INC (329 Newark Avenue, EUaabeth, New Jersey).
CENTRAL APPALACHIAN COAL CO.
CENTRAL COAL CO. 
CENTRAL ELECTRONICS, INC. 
CENTRAL OHIO COAL CO. 
CENTRAL OPERATING CO. 
GENERAL PAPER COMPANY.
THE CENTRAL OUH3WS flAYINOS A LOAN ASSOCIATION (68-22 BRO ADWAY. Elmhurat New York, 11373)
C.G. ELECTRONICS... CORP. <212, dnrbam av«, metuehcn N«r Jersey).

112 - CHANDLER EVANS CORP.
113 — CHARIES CENTER PARKING, INC.
114 — CHARLESMONT PARK, INC
115 — CHARLES WOLF AND SONS (580, fifth Ave., N.Y., 36, N.Y.).
116 — CHEMSTRAND CORP.
117 — CHEMTRAND LTD.
118 — CHEMSTRAND OVERSEAS (a For- torteo).
110 — CITADEL LIFE INSURANCE CO. (444. Madia m Ave., N.Y.C.).
120 — COMPANIA. OCCIDENTAL MEXIC- ANA S.A.
121 — GLACIER SAND and GRAVEL CO.
122 — CLAYTON HALL, INC.
123 — CLINTON MILTON J. FICHER.
124 — COLONIAL CREST, INC
125 — COLT. INDUSTRIES INC. comm avwit : FAIRBANKS WHITNEY CORP. (Chicago, HUnoli).
126 — COLTS INC FIRCARMS DIVISION.
127 — COLT'S PATENT FIREARMS CO. INC
128 — COMPANY OCCIDENTAL MEXICA- NA, 8.A.
120 — COMPASS AGENCIES INC. (327, •outh, Laaalle at. Chicago, U.S.A.)*
130 — COMPUTER DIRECTIONS FUND . INC
131 — CONCRETE PIPE CO. OF OHIO (KUfland. OHIO).
132 — CONSOLIDATED MOLDED PRO DUCTS CORP.
133 — CONSOLIDATED LAUNDRIES.Sue soc en Anc'etcrroa CONSOLID ATED LAUNDRIES, appaitcnant a : Charles Cloro.
134 — CONSOLIDATED FREES CO. (Haat- Jnga.Micb...).
185 _ onNflTRUCTION AGGREGATES CORP. (120 8. La Mile »t.. (room 1140) Chicago 2111).
136 _ CONJTRnrnON AaOnPGAT"1. DE VELOPMENT. (JAMAYCA, Kineost- on). .
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137 — CONTINENTAL, IMPORT and EX 
PORT CORP. N.Y.C.. N.Y.).

138 — CONTINENTAL MADE INC. (HOT. 
Broadway, Now York 18, N.Y, U.S.A.)

130 — CONTINENTAL ORE CORP. (500 at. 
have, a New York 36, N.Y.).

140 — CONSUMERS PAINT FACTORY INC 
(0300 West. 5th, Avenue Gory, IND 
IANA).

141 — CORROPLAST INC.
142 — COSMOPOLITAN MANUFACTUR 

ING GREAT DANE BLDG. (712 
Beacon at, Boston 15 Maw.).

143 — COUNTRY TWEEDS.
144 — CROSSLAND REALTY CO. ING
145 — DADELAND SHOPPING CENTER 

INC.
146 — DAL1LA ORIGINAL.
147 — DANE ENTERPRISES INC
148 — DAROFF and SONS INC. (200 fifth 

avc., N.Y. 2300 WallnuU at., Philadel 
phia 3, PA).

149 — D. DAROFF and SONS INC. et aea 
fabriquM dont lea adrcaaea :
— DUBLIN.
— Perkaiie.
— Pennaburg
— Philadelphia
— PcnnaUvanla.

150 — DAV1NCI RECORDS (254, Flfthave, 
New York, 1, N.Y.).

101 — DA VIS OSCAR CO ' ,C (Paternon, 
Now Jcney).

152 — DAW'S LABORATORIES INC. (4800 
South Richard ave. Chicago 32, III).

153 — DAYCO CORPORATION PACIFIC 
- . POLYMERS INC.

104 — DAYTON RUBBER CO. OHIO, NEW 
YORK.

159 — DEERFLIELD RENTAL HOMES 
INC

UM — DENTAL MANUFACTURING OF 
AMERICA (American dental natui- 

.. facturinf).
107 — PENNSILVANIE.

158 — DERBY SPORTSWEAR INC. (1333. 
Broadway, New York Gty).

158 — DEVELOPMENT CORP. FOR ISRA 
EL (215 PARK Avc. south New York)

160 — DIAMOND DISTRIBUTORS INC 
(589 fifth Ave., N.Y., 17, N.Y.).

161 — DIRECT JEWELERY CO.
162 — DIVERSIFIED BUILDERS INC a 

(Barantont).
163 — DOME CHEMICALS INC. (NEW 

YORK).
164 — DOME INTERNATIONAL a (El- 

khart) 4 Indiana..
165 — DRUID VALLEY APARTMENTS, 

INC
166 — D.S. GORDON (801, West. 181 St. 

atreet New York 33, N.Y., OS. A.).
167 — DUMONT EMERSON CORP. (New 

Jersey).
168 — D.W. ONAN and SONS INC (2515 

University Ave. S.E., Minneapolis 14 
minnesota).*

169 — DWYER-BARKER ELECTRONICS 
CORP. (7400 Northwest 13th, AVE. 
Miami, Florida).

170 — DYNATECH PLASTICS CORP.
171 -i- EAGLE SHIPPING CO. INC (29 

Broadway, New York, N.Y. 10006

172 — EAGLE SIGNAL.
173 — EAST POINT, INC (Baltimore, Mary 

land).
174 — E.C PUBLICATIONS.
175 — THE ECUADORIAN FRUIT DIP. 

CORP.
176 — EDMONDSON VILLAGE INC (Balti 

more, Maryland).
177 — EISENBERG and CO. US.A. AGEN 

CY INC N.Y. (New York).
178 — ELECTRO CHEMICAL ENG. Co. * 

(Aroo. Penailfanla).
170 — ELECTRO-OPTICAL SYSTEMS INC 

(Pasadena, California).
180 — ELECTRA SPARK INC
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181 — EL 5GENCIA. (512 Seventh Avemi, N«'Y York, J4 N.Y.. U.S..A,).
182 — ELEMK OP ISRAEL (41 We«t 72nd, at New York, N.Y.).
183 — ELLIOT IMPORT CORP. N.Y.C, N.Y.
184 — ELLIOT KNITWEAR CORP. (105-M Adiaoa ave. N.Y., 16, N.Y.).

•185 — ELUS REALTY CO. INC.
186 — EMANUEL BLUMENPRUCHT AND SON, (39 Weat 47tb, at. N.Y. 38 N.Y.)
187 — EMERSON INC 4 (New Jeraey).
188 — EMERSON INDUSTRIAL PRODUC TS CORP. 4 (New Jersey).
180 — BMKKSON RADIO EXPORT CORP. 4 (Dylawer).
190 — EMERSON RADIO and PHONO GRAPH CO. (8th, av*. N.C. N.Y.).
181 — EMERTON INC :
183 — EMKOL EXPORT (441, WhiUhmll at. Ntw York. 4, N.Y.).
183 — EMPIRK BRUSHES INC (INC, N.Y)
194 — EMPIRE PENCIL CO. connu encore : HA88ENFELD BROTHERS PENCIL CO.
106 — EMPIRE RAINWEAR CORP. (28, WEST 28th at., New York, 10. N.Y.).
198 — EMPIRE STAMP GALLERIES.
197 — EMPIRE TWINE and YARN CO. INC (70 ThomM at. N.Y. 13, N.Y.).
198 — ERNEST BISCHOFP CO. INC 4 : — Ivoryton — connect!.
199 — E.W. BUSS COMPANY (1379 RAIT ROAD S.W. CONTON, OHIO).
200 — EXTRON TRADING CORP.
101 — PAIRBANS WH1TNEY CORP. CHI- GAOO ILLINOIS connu maintenant : COLT. INDUSTRIES INC
202 — FAIRBANKS MORSE *nd CO. (9001 Kanaaa av*.. Kanaaa. CHy Ka&aaa).
203 — FAIRBANKS MORSE AND CO. INC (Chicago. IWaoia).
204 — FAIRBANKS MORSE mnd COMPANY . (Fairtawn, New Jeney. UAA.).
209 — FAME COR CORPORATION.

20* — FAMOUS RAINCOAT CO. INC '29 Walker at., New York, 13, N.Y.).
207 — FARM PIPE LINES INC. 4 (dorado)
208 — FEUCHTWANGER CORP.
209 — FILTERED RESIN PRODUCTS INC 4 (Baxtoy).
210 — FLAMINGO FOAM LTD.
211 — FORD BACON and DA VIS, (2 broad- way, New York, «, N.Y.).
212 — FORUM REALTY CO.
213 — FOSTER GRANT INC (112 Weat 34th it., N.Y. 1, N.Y.).
214 — FOOTHILL ELECTRIC CORPORA TION ELECTRICAL CONTRACTING
215 — FRANKLIM REAL ESTATE CO.
218 — FREDERICK M. COTTLIEB and CO. (05 Eaat Waahinfrton it. Chicago 2).
217 — FREEDMAN INDUSTRIES INC (111 Columbia ave, tuckahoe N.Y.).
218 — FREEMAN HETUPERN. ASSOCIA TES (280 nwdlaon street, New York,UJB.A.).
219 — FULLCUT MANUFACTURER INC(580 Fifth ave. New York. 30, N.Y.).
220 — GALAXY HOMES.
221 — GAMFWELL CO. INC 4 (Maaacho- atteh).
222 — GENERAL PAPER COMPANY.
223 — GENERAL SHOE CORP. (NaahviUe, Tenn).
224 — GENERAL TIRE and RUBBER CO. (Akron. Ohio).
225 — GKORGE CARPENTER and CO INC (Ml, N, OGDEN. ave, Chicago 22IIU- onoU. UJ5.A.).
228 — GEORGE EHRET CO. INC (11 Weat 42nd rt.. N.Y. 30).
227 — GILPIN CONSTRUCTION CO. LTD.
228 — GLAZIER CORP. 4 (DUawter).
229 — GLENCO. (212 durham ave., metu- ehen. New York).
230 — GLICKMAN CORP. (Glikmnn build- inca 501, Wih, Avenue and 42nd., ftr. Now York, 17, N.Y. U.S.A.).
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231 — GLENOIT MILLES INC N.Y. et MS 
Industries tont a : (Tarporo, a 
Carolina).

232 — GOLDEN BEAR OIL COMP.
233 — GORELLE BAGS INC. (14 East 32 

it N.Y. 10, N.Y.).
234 — GOTHAM KNITTING. MILLS ING 

(1407, Broadway New York City).
235 — GOTHAM KNIT TOGS, INC. (1407, 

Bn*dway. New York, 4, N.Y.).
236 — GUANOO PRODUCTS INC. a 

(Maryland).
237 — GRKEN LEAF TEXTILES COUP. 

(225-27, Fourth ave. New York 3, 
N.Y.).

238 — GRESCA CO. INC. (Ill eighth ave. 
N.Y., 11. N.Y.).

230 — GR1STEDE BROS INC. (160, brox- 
dale, bronx New York, U.S.A.).

240 — ORHNER and CO. (1239 broadway. 
N.Y. 1).

241 — GULTON INDUSTRIES INC (212 
DURHAM Ave., Mctuchcn, New 
Jersey).

242 — GYPSUM CARRIER INC
243 — HARRIS and FRANK SOUTHERN, 

(California).
244 — HAKROP CERAMIC SERVICE CO. 

(35 East Gay, st., Columbus, 15 Ohio).
245 — HARRY BRACER ami CO. (CO Wall 

a*.. New York). — sue a WASHING 
TON : (sue. 12J8. 16th st., N.W., 
Washington D.C) — SONURAI nora : 
BRAGKR. CO.

248 — BARLEY IMPORTS. INC.
24T — HARRY WINSTON INC. (718 Fifth 

av*. N.Y.).
248 — HARVILLE CORPORATION (1410, 

Broadway, New York. 18, N.Y.).
240 — HASSENFELD BROTHERS PENCIL 

CO., connu encore : EMPIRE PENCIL 
CO.

250 — Il.C BOHACK CO. INC.
251 — HEGEMAN-HARIUS CO. (30 Rocke 

feller plaaa, New York, 20, N.Y.).
252 — HELENA ROBENSTWE.

253 — HELENE CURTIS INTERNATIO 
NAL. (S.A. Chicago 30, IllinoU 4401). 
(w. North, Avenue).

254 — HENNINGER BREWERY INTERNA 
TIONAL CORP. (New York).

255 — HENRY J. KAISER.
256 — HERBERT MARMOREK and SON. 

(2153, 78th st. Brooklyn 14, N.Y.).
257 — HERMAN HOLLANDER INC. 

(N.Y.CN.Y.).
258 — H.M. WILSON OPERATION.
250 - H.M. GRAUER, 1C West 47th, st 

N.Y., 36).
260 — HOLYLAND MARBLE GRANITE 

INC (250, West, 57th. N.Y. 19).
261 .— HOLLY CARBURATOR COMPANY.
262 — THE HOME INSURANCE CO. (1511 

K. street, N.W. Washington, D, C).
263 — HORNELL DREWING CO. INC.
264 — HORNELL BEERS INC
265 — H.S. CAPIJN.
266 - HUDSON PULP and PAPER CORP. 

(N.Y.C. N.Y.) et ses industries sont

— Pine bluff — arkanansas
— Augusta — MAINE.
— Oarterct — New Jersey
— Wclisburg — W. Virginia.
HOUSE WORSTED TEX INC.
HY. 8PECTORMAN (246-22, 57th, 
DRIVE donglaston 62, N.Y.).
(I.CO.A.) ISRAEL CORP. OF AME 
RICA (18 east, 41, st.. N.Y.. 17).

— IMPERIAL EXPORT (44 White hall 
St.. New York. N.Y.).

267 
268-

260.

270

271-

272-

273 <

274
275

IMPORTED BRANDS INC (42 West 
22nd, st New. York, 10, N.Y.).
IMPORT FROM ISRAEL (2634, 
Broadway N.Y. 25, N.Y.).
IMPORTED GLASS CO. (121 Laur 
ence ave. brooklyn, New York).
INDIANA FRANKLIN REALTY INC
INDIANA and MICHIGAN ELECT 
RIC CO.
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276 — INDUSTRIAL FINANCE CORP. 
3n — INSTRUMENT SYSTEM CORP.
278 — INTERCONTINENTAL, IMPORTES 

iNC (0810, dexter Blvd. inc. Detroit. 
6, Mich.. U.8A.).

279 — INTERCONTINENTAL TRANSPOR 
TATION CO. INC. 4 (New York).

280 — INTERNATIONAL LATEX CORP. 
(New York).

281 — INTERNATIONAL PAPER CO. (220 
east. 42nd. ST. N.Y. 17, N.Y.).

282 — INTERNATIONAL PIPE and CERA 
MICS CORP. (eut, omngo New Jcr- 
•ey, Connuavtnt : THE LOCK JOINT 
PIPE CO.

383 — INTEROCEAN ADVERTISING 
CORP. 4 (New York).

284 — INTEROCEAN RADIO CORP. 4 
(IlUnoia).

285 — ISAAC J. SHALOM and Co. INC. (411' fifth ave., N.Y.C).
286 — ISADORE ASH (1024,1026, FORBES at. pittaburgh, 19. PA., U&A.).
287 — ISRAEL AMERICAN INDUSTRIAL DEVELOPMENT BANK LTD.
288 — ISRAEL AMERICAN OIL CO.
289 — ISRAEL AMERICAN SHIPPING 

COMPANY N.Y.
2M — ISRAEL ART CRAFT IMPORTING 

CO. INC (IOCS FILBERT it., Phila 
delphia P.A.).

201 — ISRAEL COIN DISTRIBUTOR CORP. 
(327. fourth, ave.. N.Y.).

2(8 — ISRAEL CREATIONS INC (55 Weal 42 at, New York, 36 N.Y., US.A.).
299 — ISRAEL DESIGNS (1801. Gilbert at. Philadelphia 50, P.A., U.S.A.).
2M — ISRAEL ECONOMIC CORP. (400 ma- 

diaon avenue N.Y. 17. N.Y.). Oonnu 
ftvant : PALESTINE ECONOMIC CORP.

296. — ISRAEL PHILATKLLO AGENCY IN 
AMERICA INC

286 — ISRAEL GLOVES INC (18 West 
37th, at New York, 18, N.Y., U.S-A.).

297 — ISRAEL IMPORT COMPANY (1385 
N. North, branch alroet Chicago. 22. IBinotB, White Hall. 3,1305).

298-

299-

300- 

301 •

302.

303.

304.

305

308

307
308

309 •
310
311 —

312

313.

314

315

310

ISRAEL INVESTORS CORP. 4 (New 
York).
ISRAEL NUMISMATIC SERVICE (1J5, Weat, 30th, .at, N.Y., 1, >'.Y.).
ISRAEL PURCHASING SERVICES 
INC (17. caat 71, at N.Y., 21, N.Y.).
ISRAEL PHILATELIC AGENCY IN 
AMERICA INC (US West 30th, at, N.Y. 1, N.Y.).
ISRAEL RAZOR BLADE CO. (33 Weat 46th, at. New York, City).
ISRAEL RELIGIOUS ART INC. (43 Weat 61, at. New York).
ISRAEL WINE LTD. (299 madiaon 
avo. New York. 1', N.Y.).
JABLO PLASTICS INDUSTRIES 
LTU

•JAQUES TORKZNER and CO. (2 
Weat 46, at, N.Y.C, N.Y.).

. JACQUITH CARBIDE DIE CORP.
• JEFFERSON f RAVIS INC. (32 Rosa at, Brooklyn, N.Y.).
• JERRY SILVERMAN INC 

JERY MARKS INC
JESSOP STEEL CO. INC. (Green, at., West Washington, Washington P.A. 
Waahlngton Country, U.S.A.).

> J. GERBER * CO. (855, 6th ave. New 
York, UJ5.A.).
JJf. COOK et CO. (World trade center Houston, Texaa, US.A.)«

ft SONS INC 
City. UJSkA.).

JOSEPH E. SEAGR 
(375, Park avenue, f>
J. LEVINE RELIGIOUS - SUPPLIES 
INC (73 Norfolk at., N.Y.). 
JORDAN MANUFACTURING CORP. (1410, Broadly, New York 18).

317 — JOSAM TAILORS INC 4 Penaylvania.
318 — JOSEPH BANCROFT AND SONS 

CO. (Bunco Co.). (1430 Broadway, New York. N.Y.).
319 — THE JOSEPH MEYERHOFF COR 

PORATION.
320 — JOSEPH SAVION (30 Weat 47 at, 

(Room 707) New York).



321 — JULIUS KLEIN PUBLIC RELA 
TIONS (Chigago).

333 — JUNIOIUT INC. (1407, Bromdw»y. 
New York. 18, N.Y.).

323 — KAISER ENGINEERS INTERNA 
TIONAL (Kaiser center 300, Lakes, 
Wo drive Oakland 12, California. 
U.S.A.), connu sous ces deux nom* :
1 — KAISER ENGINEERING OP 

CALIFORNIA.
2 — KAISER ENGINEERS OF 

OAKLAN CALIFORNIA.
324 — KAISER AIRCRAFT et ELECTRO 

NICS DIVISION.
325 — KAISER FRAZER, connu encore 

(KAISER INDUSTRIES CORP.).
326 — KAISER JEEP CORP. connu avant : 

WILLYS OVERLAND CORP.

327 — KAISER AIRCRAFT and ELECTRO 
NICS DIVISION.

328 — KAISER ALUMINUM and CHEMI 
CAL CORP.

320 — KAISER BAUXITE CO.
330 — KAISER BROADCASTING 

DIVISION.
131 — KAISER CENTER INC.
332 — KA1SE". COMMUNITY HOMES.
333 — KAISER ELECTRONICS INC
334 — KAISER ENGINEERS DIVISION.
335 — KAISER ENGINEERS INTERNA 

TIONAL DIVISION.
838 — KAISER FOUNDATION HOSPITALS
337 — KAISER FOUNDATION HEALTH 

PLAN INC.
3£8 — KAISER FOUNDATION SCHOOL C 

NURSING.
339 — KAIStfK FOUNDATION MEDICALCARE PROGRAM.
340 — KAISER GYPSUM CO. INC.
341 — KAISER HAWAII-KAI DEVELOP-

. MENTCO.
342 — KAISER MANUFACTURING CORP.
343 — KAISER METAL PRODUCTS CORP.

344 — KAISER SAND GRAVEL AND 
DIVISION.

345 — KAISER SERVICES.
348 — KAISER STEEL CORP.
347 — KANAUHA VALLEY POWER CO.
34S — KAUFMAN BROS. (Virginia).
349 — KENILWORTH PARK INC. 

(Washington D.C.).
350 — KENSINGTON REALTY CO. INC.
3C1 — KENNEDY CABOT and CO. (460 

Wilschire Blvd., Bcvcrly Hills, Calif.).
352 — KENNEBEC PULP a^d PAPER 

DIVISION.
353 — KENNEDY GALLERIES INC. (13 

east, 58 at, New York).
354 — KENSINGTON REALTY CO. INC.
355 — KENTUCKY POWER CO.
358 — KEYSTONE CONTROLS CORP. 

(Newark. New Jersy).
357 — KINGSPORT UTILITIES INC,
358 — KLUGER ASSOCIATES INC. (250, 

West, 59 it, New York. 19. N.Y.).
359 — KLUTZINCK ENTERPRISES (1 cast 

wakcr drive, Chigago, Illinois).
380 — KOOK H and CO. INC. a (New York)
381 — KORDAY FASHIONS INC (1407, 

B:oadway, New York City).
363 — KORDEEN MANUFACTURING CO. 

INC.
383 — KRAU8 BROTHERS and CO. INC. 

(1420. south, penn, square Philadel 
phia. 2. UAA.).

384 — LAZARD FRTOES. (44 Wall street,
New York. N.Y.). 

305 — LEEDS MUSIC CORPORATION, (3~
W, 48th St., N.Y.. 38. N.Y.).

388 — LEE FILTER CORP. (101, Taui.adgc 
road, N.Y.. USA.).

387 — LEIDESDORF FOUNDATION INC. 
(100 oust, 42nd, street).

383 — LEMAYNE LTD. (85 MC. allislcr St., 
San Francisco, California).

389 — LEON ISRAEL and BROTHERS. (ICO 
California it, San Francisco).
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370 — LEONARD CONSTRUCTION CO. 
INC 4 (Cbigago, Illinois).

371 — LOAN CORPORATION LTD.
372 — LE'JMI FINANCIAL CORP. (60 Wall

•trcot, New York, N.Y.).
373 — LEWIS PRODUCTS CO.
374 — LEWIT YARN CO. (1170. Broadway. 

New York, 1, N.Y.. U.S.A.).
375 — LEYLAND MOTORS (U.S.A.).
376 — L.H. LINCOLN CORP. SAN FRAN 

CISCO CAUF.
377 — LICENSING DIVISION and BOTANY 

PRODUCTS CORP.
378 — LIBERTY INDUSTRIAL PARK 

CORP.
379 — LOCHWOOD APARTMENTS INC.
380 — LOCK JOINT AMERICA INC
381 — LOCK JOINT PIPE CO. (Shcrman 

Concrete Pipe Co.) 4 Portorico). •
382 — LOEWENGART ond CO. LTD. (V 

Park. av«. to., New York, 16, N.Y. 
UAA.).

383 — THE LOOK JOINT PIPE CO. (East 
orange New Jersey) connu : INTER 
NATIONAL PIPE and CERAMIC.

3M — LONDON STAR DIAMOND CO. (New 
York), INC. (139 West 50th street. 
New York City, New York, 10020, 
18th floor).

385 — LORCA INC. (1384 Broadway. New 
York 18, N.Y.).

388 — LORD aitd BISHOP INC. 4 
(Sacramonto).

387 — LORD and TAYLOR CO.
388 — L. SONNEBORN SONS iNu - SON- 

NEBORN ASSOCIATES PETROL-
-IUM CORP.

389 — LUNA DUVAL INC JL (Now York).
390 — LYONS IMPORT EXPORT CO. INC. 

(390. firth. *venuo, New York 1, N.Y., 
U&A.).

391 — MACCO CORP. (7844 B, Rosecrans 
Blvd.. Clear, Water «t, Paramont Cali 
fornia).

892 — MACCO REALTY COMPANY, 4 
(Baramont).

393 — MACHINERY TRADING CORP.
394 — MACKINTOSH, HEMP1IILL CO. a 

(Dibawcr).
395 — MARITIME OV.-RSBAS CORP. (511. 

fifth avenue New York).
396 MARQUETTE TOOL MANUFAC 

TURING CO. INC.
397 — MARTIN INTERNATIONAL (30 W, 

39th, at., New York 18, N.Y.).
398 — MARTIN WOLMAN and CO.
399 — MARMARA PETROLEUM CORP.
400 — 11ASSACHUSSETS MUTUAL LITE 

INSURANCE CO. (1205 Stage street 
•pring field, Mass., U.S.A.). ct sa 
tranche 4 Washington : (777, 14th 

.and H, street, N.W., Washington D.C)
401 — MATTJQUE LTD.
402 — MATZ STYLE INC. (22 West 32nd, 

st Nexv York, 1, N.Y.).
403 — MAY FAIR TRADING CO. (381, Park 

avc. couth, New York, 16, N.Y.).
404 — MEDITERRANEAN AGENCIES.
405 — MEDITERRANEAN INC.
406 — MKRITT - CHAPMENT and SCOTT 

INC (350, 5th, ave. New York).
407 — MERK ROSS fc CO. (167 first It. San 

Francisco, California).
408 — METALOCK REPAIR SERVICE.
400 — MWiROPOLTR BREWERY OK JER 

SEY INC (1024 Lambert it, Trenton, 
New York).

410 — M FIRBSTONK CO. INC (22 W. 49th, 
N.Y., 36. N.Y.).

411 — M. HAUSMAN tnd SONS INC.
412 — MILKS CALIFORNIA CO. 4 (Los 

Angekw, California).
413 — MILKS CHEMICALS CO. 4 (Elkhart. 

Indiana).
414 — MILKS INTERNATIONAL 

ELKHART C (Indianr.).
415 — MILES LABORATORIES INC 4 

(Elkhart, Indiana).
416 — MILES LABORATORIES PAN AME 

RICAN INC 4 (Elkhart. Indiana).



417 — MILES PRODUCTS a (Elkhart,
Indiana) ct I'ossudc deux branches a :
1 — Zceland.
2 — Cluton New Jersey, i 

MUcnigan.
418 — MILTON J, FISHER.
419 — MILTENBERG & SAMTON INC.

— 10 East 40th. street, New York 16 
N.Y.

— 18 Moors st. New York, 4 N.)f.
420 — MINKUS MIDWEST INC. (Chicago, 

Illinois).
421 — MINKUS PUBLICATIONS INC. (115, 

West 30th St., N.Y., 1, N.Y.).
422 — MINKUS STAMP AND COIN CO. 

(Philadelphia, I.A.).
423 — MITSUBISHI MONSANTO CHEMI 

CAL CO.
423/b — MITSUBISHI CHEMICAL IND.

424 — M. LAWENSTEIN and SON INC.
(1430 Broadway, New York, 16, N.Y.)

425 — M.L. ROTHSCHILD CO. (CWgago).
426 — MOLLOR DEE TEXTILE CORP. 

(Delaware).
427 — MONARCH FIRK INSURANCE CO.
428 — MONARCH WINE CO. LTD. (4500 

second avcnuo Brooklyn 32, N.Y.. 
U.8.A.).

429 — MONSANTO CHEMICAL COMPANY. 
(800 Lindbrgh rd.. ccor, olive »t rd.) 
1700-24-SO. 2nd it

430 — MANSANTO EXPORT CO. INC. a 
(Saint Louis).

431 — MANSANTO IBERICA S.A.
432 — MANSANTO INTERNATIONAL 

FINANCE: COMPANY.
433 — MONSANTO RESEARCH CORP. it 

" ' (Saint Louts).
434 — MOORE and THOMPSON PAPER CO.
435 MORGKNSTH1N INC. (580 fifth ave., 

New York. 10, N.Y.).
MORTGAGE et SAV1HS BANK 
LTD.

430

437

438 — MOTOROLA INC.

MOTOROLA COMMUNICATIONS 
ELECTRONICS INC.

439 — luOTOROLA OVERSEAS CORP.
(4515 W., Augusta blu Chicago 51, 
Illinois).

440 — MUSHER FOUNDATION (200 West 
57th street, New York).

441 — NANNETTE CASHMERES INC. 
(1410, Broadway, New York, 18, 
N.V.).

442 — NASSAU BRASSIERE CO.
443 — NATIONAL BREWERY LTD.
444 — NATIONAL STiSEL AND SHIP- 

BUIL.LIIMU Co.
445 — NATIONAL STEEL et TIMPLATE 

WAREHOUSE INC.
446 — NATIONAL DYNAMICS CORP. (220, 

east 23rd. N.Y., 10, N.Y.).
447 T- THE NATIONAL PLASTIC PRO 

DUCTS CO. (Odcntor, Maryland).
448 — NATIONAL SHOE PRODUCT CO.
449 — NATION STEEL et SHIP BUILDING 

CO.
450 — NEW ENGLAND MUTUAL, LIFE 

INSURANCE CO. (501, Boylston 
street, boston 17, massachusr Ural, ot 
sa branchc a, Wushiiigton (720, Wood 
ward building, 15th street, Washington 
D.C.).

451 — NEW WEST OPTICAL CO. (280 West
7th, st, LOB Angelos, California, 

• US. A.).
452 — NEW YORK MERCHANPISE CO. 

INC (32-46. W. 23, rd., St., New York. 
10, N.Y., U.S.A.).

453 — NILES and BEMENT FOND CO.
454 — NITRO INDUSTRIES CORP. a, (Nitro 

West Verginia).
455 — NORTH POINT LAND CO.
456 — OCEAN CLIPPERS INC. it (New 

York).
457 — OCEAN TRANSPORTATION a (New 

York).
458 — OFER STYLE (1182, Hroadway. New 

York City, U.S.A.).
459 — CHAWA HYDRAULIC SILICA a 

(Chigago).
400 — OHIO POWER CO.
461 — THE OLYMPIC CLOVE CO. INC. (05, 

Madison, ave., Now York, 1G. N.Y.).



462 — OMNI FABRICS, (4GO, Park avo.. 
south. New York, 18, N.Y.).

463 — ORCO INDUSTRIES LTD. (Miami. 
Florida).

464 — ORIENTAL EXPORTERS LTD. 
466 — OR1SCO CORP.
466 — ORLITE ENGINEERING CORP.
467 — OVERSEAS DISCOUNT CORP. (61, 

Broadway N.Y., 6, N.Y.). .
468 — PACIFIC DIAMOND CO. (657, mis- 

»on st., San Francisco, 5, California). 
ct see divers branches commc la tran 
che a (\rizona) : (305, Goodrich Bldg. 
Phoenix Arizona).

460 — PACIFIC CRANE and RIGGING CO. 
INC. a (Baramont).

470 — PACIFIC DREDGING CO. (14409, 
Paramount Blvd., Paramount).

471 — PACIFIC GYPSUM CO.
472 — PAGODA ARTS CO. (51, Aster drive, 

New Hyd*. Park. New York).
473 — PALESTINE ENDOWMENT FUNDS 

INC. (30 Board, street N.Y.C.).
474 — THE PALESTINE ECONOMIC CORP. 

U.S.A. (1400, Madison avenue N.Y. 17. 
N.Y. — 2.18 east 41, at, New York, 
17, N.Y.).

475 — PAMA PROPERTIES INC (New 
Jersey).

476 — PANTO MINES INC. (1407, Broadway 
New York, City).

477 — PAVELLE TRADING CO. (220 West 
42nd, st. N.Y., 36, N.Y.).

47S — P.E.C. DIAMOND CORP. (N.Y.C 
N.Y.).

479 — PELTOURS.
480 — PERMANENTE CEMENT CO.
481 —. PENSYLVANIA COAL et COKE.
482 — PERMANENTE SERVICES INC
483 — PERMANENTE SERVICES OF 

HAWAII INC.
484 — PERIUNE REALTY INC
485 — PENNSBURG d.OTHING CO. a 

(Philadelphia).
486 — PENI* MUTUAL LIKB INSURANCE

(53C, Waiunt. (itreot Philadelphia 
Pennsylvania, US.A ),

487 — PENNSYLVANIA DIVISION.
488 — PH1LIPP BROS FOR EAST COUP.
489 — PHEUPP BROS INC.
490 — PHILIPP BROS ORE CORP. (70 pine 

«t, N.Y., 5, N.Y.).
491 — PHILADELPHIA INTERNATIONAL 

INVESTMENT CORP.
492 — PHILADELPHIA NATIONAL BANK.
493 — PHIL SILVER CO. (c/o C.B.S. studios 

Hollywood, California).
494 — PHOENDC ASSURANCE CO.
495 — PHOENIX MUTUAL LIFE. INSUR 

ANCE CO. (79 c!m street, hartfo, rd. 
. 15, Connecticut, U.S.A.).

496 — PHONOVISION CORP. a (Illinois).
497 — PILOT RADIO CORP. (N.Y.C., N.Y.).
498 — PIONNER WOMEN'S LABOR ZION 

IST ORGANIZATION OF AMERICA 
(20 east 22n<l«trcet, New York 10).

499 — PIONEER WOMKN'S COMMERCIAL 
BONDS OF ISRAELI GOVERNMENT

500 — PLASTIMOLD CORP. a (Masyostch).
501 — PLAX CORPORATION.
502 - F1LAYTEX.
503 — PORTLAND COPPER and TANK 

WORKS INC. a. (south Portland).
504 — POTTER and JOHNSTON CO. 
"505 — PRATT and WHITNEY CO. INC.
506 — PREMIER INDUSTRIES. 

506/b — PR1NCETCN KNITTING MILLS INC
507 — QUINEY COMPRESOR DIVISION.
508 — QUICK WAY TRUCK SHOUEL.
509 — QUIET HEET MANUFACTURING 

CORP. a (New Jersey).
510 — REALTON ELECTRONICS CO. LTD. 

(71, fifth avenue New York, 3. N.Y., 
UJ3.A.).

511 — RALU BROS (New York) INC
512 — RASSCO FINANCIAL CORP. (250 W. 

57th, st).
513 — RARSCO RURAL And SUBURBAN 

SETTLEMENT CO. LTD I'adrciwo du 
bureau prlnciimlc : (11 West 42 st. 
New York, N.Y., U.S.A.).

74-TTl O - t« - T
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514 — PAULAND CORP. OF CHICAGO.
515 — HEPUBLIC CORP. (4024, Radford 

avenuo north, Hollywood, California).
51« — REPUBLIC PRODUCTIONS CORP. 

(4024 Radford "venue north, 
Hollywood, Califo,-ta).

517 — REPUBLIC PRODUCTIONS INC.
518 — REPUBLIC PICTURES INTERNA 

TIONAL CORP. (4024. Radford ave 
nue north, Hollywood, California).

519 — REYNOLDS CONSTRUCTION CORP. 
(120 Wall St. N.Y. 5. N.Y. a New 
York). Hill Building Washington 6).

520 — REYNOLDS FEAL CORP. (120, Wall 
•t, N.Y., 5, N.Y.).

621 — R.H. COLE and CO. LTD.
522 — THE RICHELIEU CORP.
523 — RIO DB LA PLATA TRADING CORP 

(15 White Hall it, N.Y.).
524 — RIPELY SHOE PRODUCTS CO. '
625 — ROBERT R. KATHAN ASS. INC. 

(1318. 10th, «t, H. W., Washington).
826 — ROBINSON INDUSTRIES CORP. 434, 

62, nd. street. West New York, New 
Jersey).

527 — ROBINSON - ANTON TEXTILE CO. 
INC. (New Jersey).

828 — ROBINSON TEXTILE CO. (New 
Jersey).

529 — ROCKWOOD SPRINKLER.
no — Rono*TN iNDiumuES LTD.

BEAUNIT MILLS INC. (New York).
831 — RO-SEARCH INC. WAYNESVILLE, 

N.C.
RO7HLEY INC (100. Madison avenue 

. . N.Y.) sa branche a Chicago porte te 
menie nom (307, West Van, buren st, 

111).

532

638 — RUBBER CO. OP CHELJWA. MARS. 
ennmi miiln<em»t r AMERICAN BIL- 
TRITB RUBBER CO. INC

. 634 — RUDIN NEEDLE CRAFT.
535— RUSSOO INDUSTRIES INC (State 

st 344, Leetonia nl.. Columbia, Ohio, 
USA.).

538 —

537 —

538 .— 
630 —

540 —
541 —

542 —

543 —
544 — 
645

540
547

648
049

560

661

562

653

854
655

868

657

658
659
800

SAM DIAMOND KNITTING MILLb 
INC. (3C7, West adams st Chicago. 
9-111, USA.).
SAMUEL AD1RE (2422. Broadway, 
New York, 24, N.Y.) .
SAN RAFAEL CAYES INC
SCHERR TUiHCA INC. (st., James 
Minnerata, U^.A.).
aD. LEIDESDORF AND CO.
SEALANES INTERNATIONAL INC. 
(Illinois Chigago)*
SEARS ROEBUCK and CO. (925 
Shoman ave. Chigago, 111, U.S.A.).
SENECA MAIL, INC. 
SEVEN STARS LINE.
8HACHT STEEL CORP. (465, 
HiUsdale ave. hillsdule 5, N.Y., U.S.A.)
SHARON PALESTINE OIL CORP.
SHAWINIQAN RESINS CORP. 
(Spangfild, Masaebochiste).
SHAWINIGAN CHEMICAL LTD.
SHULSINGER BPOTFIERS (2/E 
fourth st, N.Y., 8, N.Y.).
SHUNT LAMP CORPORATION (32- 
46-23 rd., St.. New York 10, N.Y.).
SIFREI ISRAEL (158, fifth ave., room 
725, New York Lo, N.Y.).
SINCLAIR *nd VALENTINE INC 
(N.Y.C, N.Y.).
8 J. QENACH INC (2 West 47. th St. 
N. Y., 36, N.Y.).
SKYE INCORPORATED.
S.M. ELOWSKY and CO. INC. (1407, 
Broadway, New York, N.Y.).
LA SOCIETE MONSANTO BOUSSIS

80LCOOR INC (250 West 57th st 
NewYorklSN.Y.).
THE SOL MANUFACTURING CORP. 
80NNEBORN BROS INC.
PONNKBORN CHEMICAL and 
REFINING CORP.
SONNEBORN INTER AMERICAN 
CORP.

581

682 — SONNEBORN OP MARYLAND.
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8«3 — SOUTH BEND MANUFACTURING 
CO.

564 — SOUTHERN PERMANENTE 
SERVICES INC.

565 — SOUTHERN SHIPPING CO. (Ocean 
terminnl Savanah, Georgia, U.S.A.).* 

SCO — SOUTHLAND MAIL INC. 
807 — SPANEL FOUNDATION.
508 — SPORTEENS INC. (1407. Broadway, 

New York, 18, N.Y.).
669 — SPORT TOGS INC. (242, W., 30th at. 

New York. City).
870 — STANALCHEM' INC. (350, Midi*on 

»ve, New York 17, N.Y., U.S.A.).
671 — STANDARD MAGNESIUM and 

CHEMICAL.
672 — STANDARD TRIUMPH MOTOR CO. 

LTD. U.S.A.
<573 — STANLY WARNER CORP. (1685 

Broadway, New York, 36, N.Y.).
874 — STAPLING MACHINES CO. (31 pine 

•L Rock away, New Jersey).
575 — STATE MUTUAL LIFE ASSURANCE 

CO. OP AMERICA («o, Lincoln ttr. 
Warcoster Mass., U.S.).

676 — STEARMS ROGER CORP. (660 Ban 
nock at, dencver 2 Colorado, U.S.A.).

877 — STERLING DIE CO.
678 — STONE mid FORSYTH CO. INC. 

(350 Book Line at, Cambridge 39, 
Mas*. US. A.).

678 — STAUS DUPARGUET INC (33 caat 
17lh. ml. N.Y., 11 N.Y.).

580 — SUMMER CHEMICAL CO. 
ELKHART a (Indiana).

681 — SUNWiSAR INC.
682 — SUR1ON and ISRAEL FOREIGN, 

TRADE CREDITS COUP.
683 — SURVEYS nnd RESEARCH CORP. 

(1010 Vermont avenues N.W., 
Washington 5, D.C. U.S.A.).

684 — SWISS-ISRAEL TRADE BANK 
(Geneva). (20 exchange place rm 
4300-1 N.Y.).

585 — TAKAMTNE LABORATORY 
CLIFTON, (New Jcracy).

586 — TALLER AND COOPER INC. (83, 
front Btrcct Brooklyn 1, New York).

687 — TARO PHARMACEUTICAL CO. (CO 
eastern Parkway, Brooklyn, N.Y.).

588 — TARTAN HOMES..
589 — TATRA SHEEP CHEASE CO. (22 

HarriBon at., N.Y., 13, N.Y.).
600 — TEL AVIV IMPORTING CORP. (47 

esaex at, N.Y.. 2, N.Y.).
591 — THREE LIONS INC. PUBLISHERS 

(545 fifth, New York 17. N.Y.).
592 — T1NAGARA NOVELTIES INC.
693 — TITAN MANUFACTURING CO. INC. 

(701 aeneca at, buffala 10, N.Y.)..
694 — TITAN SALES CORP.
595 — TOLEDO-MACHINE AND TOOL CO. 

LTD. (Tolido, Ohio).
596 — TOPPS CHEWING GUM INC. (237, 

37th street, Brooklin 32, New York).
597 — TORCZYNER M. and CO. INC. (570 

fifth «ve.. N.Y* 36, N.Y.).
598 — TOWN-MOOR. INC. (205 Wfst 37th,

•t New York, 18. N.Y., U.S.A.).
599 — TOW?' and COUNTRY WEST INC.
600 — TOWN and COUNTRY, WOODMOOH 

INC.
601 — TOWN and COUNTRY - YORK, INC.
602 — T. PARKER HOST. INC. (Western 

Unlo Building. Norfolk, Virginia, 
U.S.A.)*

603 — TRANSCONTINENTAL MUSIC
PUBLICATIONS, (1C74, Broadway, 
N.Y., 10, N.Y.).

604 — TREIRSER TOURS, (10 West 47th
•t.. N.Y., 10, N.Y.).*

605 — TRI COUNTRY SHOPPING CENTER 
WC.

606 — TDK-TOWN DISTRIBUTORS (23 
east 2CUi St., N.Y. 1. N.Y.).

607 — TUROVER ISADOR.
608 — TUROVER MILL and LUMHER CO. 

(2800, 52nd avc., Bladcnsburg, Mary 
land).

609 — TWIN BRANCH RAILROAD CO.
610 — TZELL TRAVEL TOURS.
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Oil — UNELA.
618 — UNION BAG. CAMP. PAPER CORP. 

(Woohvorth bide., 233, Broadway 
N.Y., 7, N.Y.J.

013 — UNITED ASSOCIATES OP NEW
YOKK, connu : AMERICAN - ASSO 
CIATES.

614 — UNITED NEAR EAST LABORATO 
RIES.

615 — UNITED STATES NEAR EAST 
LABORATORIES, (tcnoue).

616 — UNITED STATES GLASS MANU 
FACTURING CO. INC. (32, 46-23 rd.,
•t.. Now York 10, N.Y.).

617 — UNITED SUPPLY and MANUFAC 
TURING CO.

618 — UN1VEKSITY MICROFILM INC 
(win arbor, Michigan).

610 — U.S. WALLBOAUD MACHINERY Co. 
(90 Broad *t. N«w York).

620 — UTILITY APPLIANCE CORPORA 
TION.

621 — UTIUTY APPLIANCE OF LOS 
ANGELOS.

622 — VACO PRODUCTS CO. (317. eaat 
Onteriost).

023 — VACUM1ZER MFG, C MIP.
624 — VICTORIA VOGUE INC. (8000,

cooper, Glcndalo Brooklyn, 27, N.Y.).
625 — THE V1NANGO REFINERY CO. INC. 

(Franklin penna).
628 — VINTAGE WINES INC. (625, Wait 

84.N.Y., 16).
«27 — WALKER LAND CO. INC 
628 — WALDMAN ASSOCIATES.
029 — WELUILT CORPORATION (MaipeUt 

- . 70, New York).
030 — WELDON MILLS INC 
631 — HELENA ROBENSTE1N.
032 — WEST COAST LINK INC (07, Broad

•trcct. New York, U.S.A.)*
633 — WESTERN WOODS INC
034 — WEST VIRGINIA POWER CO.
035 — WESTVIEW APARTMENTS INC

630 — WESTVIEW SHOPPING CENTiSU, 
InC.

637 — WHEELING ELECTRIC CO.
038 — W.H. DOUGHERTY and SONS

RKvlMfcllY CO. (Pcroiia, penna).
030 — THE WHISTLCLEAN CORP. (401. 

4th, avc., N.Y.C.).
040 — WILHELM BAND and CO. (157. divi- 

•ion ave., Brooklin, 11, N.V.).
641 — WILLIAMS DIAMOND and CO. (530 

W., 6th, street Loa Anglo*)*
642 — WILLIAM H. WANAMAKER a 

(Philadelphia).
043 — WILLYS OVERLAND CORP.
044 — WINCHARGER CORP.
045 — WINDSOR POWER HOUSE COAL 

CO.
040 — WINKLER CREDIT COUP.
047 — WITCO CHEMICAL CO. INC
048 — WOODBRIDGE CONSTRUCTION 00. 

INC
040 — WOODCRAFT REALTY CO. INC.
050 — XEROX CORPORATION (Midtown, 

Tower, Roochoitcr, New York).
051 — YASIU CORP. (550 teuth ave., New 

York).
052 — ZENITH ELECTRONICS CORP.
053 — ZENITH HEARING AID SALES 

CORP. (Illinota).
054 — ZENITH-RADIO CORP. (1000 North 

Austin avenue Chig«co, I!!inoi« OOC, 3d I
055 — ZENITH RADIO CORP. OF 

CALIFORNIA,
650 — ZENITH RADIONICS COUP. OF 

ILLINOIS.
057 — ZENITH RADIO CORP. OF 

MICHIGAN.
058 — ZENITH RADIO DISTRIBUTING 

CORP. a (IllinoU).
050 — ZENITH RADIO RESEARCH CORP- 

a (California).
600 — ZENITH RADIO RESEARCH CORP- 

(U.K.) LTD.
661 — ZENITH SALES CORP.
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602 — ZIM, ISRAEL AMERICAN LINES. 
063 — ZOLER CASTING CO.
664 — A. ASCH CO. (375 Park avenue, New York, 10022).
065 — ACCURATE MANUFACTURING CO. 

(44 Hcpworth place Garficld, New 
Jersey).

606 — ADMIRATION.
007 — ADVANCE STORES CO. (802, Kern 

tvc., Roanokc Virginia).
668 — AKROSI'ACB SYSTEMS DIVISION 

(Bedford street crossroad*, route 62 and routeS) Burlington Massachusetts 
01801, P.O. Box 566).

6GO — AETNA LIFE et CASUALTY.
670 — THE AETNA CASUALTY et 

SURETY.
071 — AINSBROOKE COHP.
672 — AIR-VUE PRODUCTS CORP.
673 — ALL STATES MANAGEMENT CO.
674 — THE ALGER FUND INCORP.
675 — ALLIED BIRD CO.
676 — AMERICA and ISRAEL GROWTH 

FUND INC.
- 677 — AMERICAN BANK and TRUST (70 

Wall street, N.Y.C).
678 — AMERICAN BILTRITK EXPORT 

COHP. (22 Willow atreet. Chcteca 
SOmaaa).

679 — AMERICAN «r,TRITK RUBBER 
INTERNATIONAL INC.

080 — AMERICAN BIRD CORP.
681 — AMERICAN BIRD FOOD MANUFAC 

TURING CORP. Connuc auaai : 
.. AMERICAN BIRD FOOD PRODUCTS 

(0000 W., ArmitAce, Chicago Illinois).
682 — AMERICAN BIRD PRODUCTS.
683 — AXlIvRICAN COMMITTEE FOR

BOYS TOWN JERUSALEM (165, W. 
44lh. street, New York City).

684 — AMERICAN EDUCATIONS INC 
. (Columbus Ohio) conmie encore : 

WESLEYAN UNIVERSITY PRESS.
085 — AMERICAN (Continental) CO. OF 

JAPON.

080 — AMERICAN ELECTRO CHEMICAL 
INDUSTRIES OF CLEVELAND (001 
Rockwell Avc. 1405, east Cth street, 
Cleveland, Ohio).

687 — AMERICAN ISRAEL CULTURAL 
FONDATION.

688 — AMERICAN ISRAEL PUBLIC AF 
FAIRS COMMITTEE (A1PAC)

689 — AMERICAN JEWISH COMMITTEE. 
Centre Principal : a New York : 
institute of humnn relations 105, cast 66 street, New York, N.Y. 10022).

690 — AMERICAN JEWISH CONGRESS
(Stephen wise congress house 15 cast 48th street Now York, N.Y. 10028).

091 — AME1UCAN JEWI1SII LEAGUE 
. FOR ISRAEL (30 West, 42 street 
N.Y., N.Y. 10036).

602 — AMERICAN PHOTOCOPY EQUIP. 
MENTS AP1LCO.

093 — THE AMERICAN ROAD INSURAN 
CE CO. (2000 rotunda drive dearborn Michljan).

694 — AMKRICAN SEED AND FEED PRO 
DUCTS INC.

695 — AMERICAN SHELL PRODUCTS INC 006 — AMKR1ND SHIPPING CORPORA TION*
697 — AMERICAN SOCIETY FOR RELIEF 

•and IMMIGRANTS INC. (New York). 
607/b — AMERICAN TECHNION SOCIETY

698 — AMERICAN SYNTHETIC RUBBER 
COUP., coimuc avant : AMERICAN 
RUBBER CORP. ct son usinc k. : Ken 
tucky, LonlaviUc).

699 — AM1RLINE CORP.
700 — AMERICAN TRUST CO.
701 — AMITONE.
702 -T AMPAL REALTY CORP.
703 — AMTICO. 

703/b — AMUN ISRAEL HOUSING CORP.
704 — ANGIJ2-TITE.
705 — ANGL1A. -
706 — THE ANN and EDGAR BUONKMAN 

FOUNDATION INC (375, Pjrk ave.. 
New York, N.Y.).

707 — ANTI-DEFAMATION LEAGUE OF 
B'NAI B'RITU.



70S — APPLIANCES BUYERS CREDIT 
CORP.

709 — APPLIED OPTICS oiid MECHANICS 
INC (Arcada, California).

710 — AQUASOL.
711 •*- ARDISCO FINANCE.
712 — ARL1DIN.
713 — ARGUS CHEMICAL CORP.
714 — ASHTON VALVE CO. (43 Kendrick 

and dropt street Wcrntbam massa- 
chuwUe).

715 — ASHTON VALVE CO. INC 
7ie — ASSOCIATED SPORTSWEAR.
717 — ASTHMA NEFIUN.
718 — A8TROL ELECTRONICS DIVISION.
719 — AUTOUTE DIVISION 07 FORD 

MOTOR CO.
790 — AZO ENTUSUL
721 — B.C MORTON ^RGANIZATION.
722 — B.C MORTON AGENCY INC
723 — RC MORTON FUND INC
724 — B.C MORTON FINANCIAL CORP.
725 — R YOUNG and CO. OF AMERICA 

LTD.
720 — BAKER'S BOTTLE READY. 
727 — BAKER'S INFANT FORMULE. 
72ft — BALTIMORE CLOTHES. 
729 — BASIC SYSTEMS INC (Ntw York).
780 — BAUM YOQHM and CO. (510-N- 

dearborn »ve., Chicago, Illinois).
781 — BEARING INSPECTION INC (3311, 

Mat fan ave., huntington park 
California, 00230, U.SJU.

782 — BEATRICE POCAHONTAS CO. 
(Buehanan country Virginia).

733 — BELCO. PETROLKUM. CO.
734 — BELDINC CHEMICALS INDUS-

TRIES INC (1407 Broadway, N.Y.C).
785 — BELDING CORTICLU FIDER

. GLASS FABRICS INC. (HOT, Broad 
way, N.YC).

738 — BELDING HAUSUAN FABRICS INC

737 — BELDING HEMINWAY CO. INC 
(1407, Broadway, N.Y.C).

738 — BELDING REAL ESTATE COUP.
739 — BELL BROTHERS INC
740 — BELWOOD SHOE MARKERS.
741 — BELMONT LABORATORIES INC. 

(Philadelphia Pennsylvania).
742 — BELVEDERE PRODUCTS INC (125 

Columbia ave. Belvedere IlUinoit).
743 — BENNETT CORP. (350, 5th, ave., 

N.Y., N.Y.C).
744 — BERLAND SHOE CO. (Alien stors).
745 — BI-C 

.740 — BILTRTTE.
747 — BLUE RIDGE SHOE CO. (Los 

Angelos, California).
748 — BLUSH-ON.
749 — B.M.C SHOE CO.
750 — B'NAI BTHTH.
751 — B'NAI BTUTH IIILLBL FOUNDA 

TION.
752 — B'NAI BTUTH REHOVOTH LODGE.
753 — B'NAI B'RITH WOMEN.
754 BOMYTE CO. (1407, Bmidwav 

N.Y.C).
755 — BONWITTELLER CO. 
750 —BOSTON.
757 — BOSTON BRITISH PROPERTIES 

LTD.
758 — BOTANY BRANDS INC (350 Oth, 

ave.. N.Y.C).
759 — BOWLING GREEN MANUFACTUR- 

ING CO. •
700 — BRETZMINING CO.
701 — BRITE, GARD.
702 — BOWINT TELLER CO.
703 — BRAGER AND CO.
704 — BRITISH AMERICAN PROPERTIES 

INCORPORATED U.S.A.
705 — BROADCASTING COMMUNICA 

TIONS and ELECTRONICS PROCES 
SING DIVISION.
(510 north latato street Indiana polls 
Indiana).
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766 — BRANCO.
707 — BKOW BEAUTIFULL.
788 — BROWN-V1NTERS CO. INC.
769 — BRUNO SCHEIDT INC. (10-22 Hud 

son St. (room 410) New York, 13, 
N.Y.).

770 — BRUSH-ON EYE SHA X>W.
771 — BUILDING FRAMES INC. (464 Hill- 

»ide ave. Hillside N.S.).
772 — BULLDOG.
773 — BUSINESS PRODUCTS and SYS 

TEMS DIVISION (Rochester New 
York 14C03).

774' — BUTTER-NUT.
775 — BUTTER-NUT FOODS CO.
776 — BYERS AM. INC (430, 7th avo.. 

Pittsburgh P.A.).
777 — CALIENTE.
778 — CALLANAN SLAG and MATERIAL 

CO. INC.
770 — CALVERT DISTILLING CO.
780 — CAPITAL FOR ISRAEL INC.
781 — CAPITOL PRODUCTS.
782 — CAPRI.
783 — CAREWELL TRADING CORP. (1270 

6th, Avenue, (room 2701), N.Y.C.).
784 — CAREY CADILLAC RENTING CO. 

(California INC.) (Lo» Angeles, Calif)
785 — CATS PAW RUBBER CO. INCORPO. 

(Baltimore, Maryland).
786 — CARLISLE SHOE CO.
787 — CENTURY ARMS INCORPORATION
788 — THE CENTRAL QUEENS SAVING- 

..ERS (Loan association 80, 22, Broad 
way).

780 — CHANDLER KVANS CONTROL 
SYSTEM DIVISION (Charter oak 
Blvd. West Hartford Connecticut).

700 — CHARM STEP SHOE CO.
701 — CHESHIRE INC. (Mundclein Illinois)
782 — CHELSFA PUBLISHING CO. (»0 cast 

Forham raid Bronx N.Y., 10108).
703 — CHESMSTONE CORP.

784 — CHEVINAL,. 
705 — CHiGAGO.
796— CHIGAGO SPECIJILTY MANUFAC 

TURING (7000 Under nkokic Illinois)
707 — CHIGAGO TRANSPORT SERVICE 

INC (Illinois).
708 — CHIME.
799 — CIA-RO-SEARCH, LAS AMERICAN 

S.A.
800 — CLASSICS INTERNATIONAL CORP.
801 — CLERESPAN.
802 — COASTAL FOOT WEAR CORP. a 

(Portorico).
803 —. COCA-COLA.
804 — COCA-COLA BOTTLING CO. OF 

BALTIMORE (2525 Kirk ave. Balti 
more Maryland 21218).

805 — COCA-COLA BOTTLING CO. OF 
CALIFORNIA (1500 mission street 
Bun Francisco.Califo 94101).

806 — COCA-COLA BOTTLING CO. OF 
CHIGAGO.

807 — COCA-COLA BOTTLING CO. OP
CAN (1440 Butter UWth street S.W. 
Indiana 40400).

808 — COCA-COLA BOTTLING OF MICHI 
GAN (1440 Butter Worth street S.W. 
grand rapid* Michigan 40501).

809 — COCA-COLA BOTTLING OF NEW 
ENGLAND (400 soldiers field road 
Boston, Massachusetts 02134).

810 — COCA-COLA BOTTLING CO. OF 
OHIO (760 twin rivers drive Seattle 
Washington 98122).

811 — COCA-COLA BOTTLING CO. OF 
WISCONSIN (424 E. CAPITOL 
DRIVE Milwaukee Wisconsin 53212).

813 — THE COCA-COLA CO. (100 West.. 
10th street Wilmlncton dclawnre, 
U.S.A.).

813 — COCA-COLA EXPORT CORP.
814 — COCA-COLA INTER AMERICAN

CORP. (515 Madison Ave., New York 
N.Y.).

815 — COHA-COLA INTKRNATION "• L
CORP. (100 'V. 10th street Wilmlng- 
ton, dclawarc),



81G — COKE.
817 — COLDSPOT.
818 — COLORSILK PERMANENT HAIRS.
810 — COLTS INC FIRE ARMS DIVISION 

(Hyahoix) Avc. Hartford Connecticut- 
West Hartford Connecticut).

820 — COLUMBIA AQUARIUM INC.
821 — COMET.
822 — COMMUNICATION SYSTEMS 

DIVISION.
823 — CONCORDANT CO. LTD.
824 — CONLECO.
326 — CONNECTICUT GENERAL LIFE IN- 

BUUANCE CO. (Hartford Connecticut 
00115).

820 — CONNECTICUT MUTUAL LIFE IN- 
SURANCE CO. (140 garden street 
hartfoi-d Connecticut).

827 — CONSEJO DE LA EDUCATION ' 
(1SRAELJTA) (Vaohajinuj).

828 — CONSEJO EJECUttVO DE LA CON- 
GKKSO JUDIO MUNUIAL PARA 
ANNK LATINA.

829 — CONSTANCE SPRAY.
830 — CONSUL.
831 — CONSERVE RUCUER CO. (392 pearl 

•treat Miklen MassachuscUe). 
et ic* deux sue. : a California (284 
harbor way south San Franciftco Cili- 
forni* et a Illinois (2000 Xlannheim 
merloso pak, Illinois).

832 — THE 721 CORPORATION.
833
834

CORSAIR.
CORTICELLI REAL ESTATE CORP. 
(1407 Broadway N.Y.C.).

835 —' CORTINA.
836 _ CORWEL.
837 — COUNCIL OP JSVVISH FEDERA 

TION AND WELFARE FUNDS. 
CJKWF. (315 park Avenue couth New 
York, New York 10010).

838 — COVER GIRL SHOE CO.
839 — CREATOKS (CANADA) LTD.

TORONTO ONTARIO CANADA.

640 — CROSBY VALVE and GAGE INC. 
(43 Kcndrick and Depot street went- 
him, Massachusetts).

841 — CURTJS INDUSTRIES.
842 — CURTIS NOLL .CORP. (3015 st clair 

Avc. Cleveland Ohio 44114 connuc 
auul : OHIO FORGE and MACHINE.

843 — CUYAHOGA CORP.
844 — CUYA HOGA LIME CO.
845 — CYCLONE.
840 — DAIPER-SIL. CREME.
847 — DAN HOTEL CORP. N.Y. (120 cast 

60th N.Y.).
848 — DAYCO CORPORATION OHIO NEW 

YORK — connuc SAISBJ : DAYTON 
RUBBER at.

849 — DBI.
850 — DEAR BORN FORM EQUIPMENT.
851 — DOFT nnd COMPANY (40 will street

New York 5, N.Y., U.S.A.). 
851/l>—DOMINION^SHOE CO.
852 — DONNER HANNA COKE CORP. 

(Buffalo, N.Y.).
853 — DONOVAN.
854 — DOUGLAS SHOE CO.
855 — THE DOUGLAS FUND INCORP.
856 — DUNCAN FOODS CO. (Houston, 

Texas).
857 — EAGLE INC. (800 n.E. second Avenue 

Miami, Florida, U.S.A)«
858 — E.C, BAUM and ASSOCIATES (510 

N. dearborn Chicago, lillinois).
860 — EJ. KORVETTE (1180 Avenue of the 

Amtricas New York, 10030). 
Nora CommoTclnl dc h soc. Anifricalne 
SPARTANS INDUSTRIES INC.

860 — EAGLE SHIPPING INC. (2080 Tally- 
rand Avenue JacV.sonvillu florida, 
U.SA.)»

861 — EASTERN SHOE MANUF.
862 — ECCO.
863 — ECONOLINE.
864 — EDUCATION DIVISION (600 Madi 

son avenue N.Y., 10022).
865 — ELCO CONNECTORS.
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SCO — ELCC CORP. 
867 — fcLCO PACIFIC.
8C8 — ELECI1UC EQUIPMENT CO. (63 

curlew street roclicslcr N.Y.). Conimc 
sous lea deux noms :
1 — NOHRY EQUIPMENT.
2 — NORRY ELECTRIC CORP.

SOU — ELECTRIC MOTOR OK ROCHESTER 
N.Y.

870 — ELECTRO FKASHCOTE.
871
872
873
874
875 
87G

ELCO HUNTINGTON CORP.
ELECTRO PAINTLOK.
ELCO DISTRIBUTOR DIVISION.
ELECTRO ZINCBOND.
ELCO OPTISONIES DIVISION.
ELECTRONIC COMPONENTS AND 
DEVICES (41S south fifth ctreet Harl- 
Bon New Jersey).

877 — ELECTRONIC COMPONENTS AND 
DEVICES DIVISION (1301 RooMvelt 
Avenue Indiniiapolii, Indiana).

878 — ELECTRONIC COMPONENTS AND 
DEVICES (front and coop?r Direct, 
camden New Jersey).

870 — ELECTRONIC FILMS INC. 
(Burlington MftMachussclls).

870/b—ELECTRONIC-OPTICAL SYSTEMS 
INC PASADENA, CALJF.

880 — ELECTRUN1TE.
881 — ELUOT PUBLISHING CO. INC.
882 — ELOX (DIVISION) LLOX NO-WEAR
883 — ELTRA CORPQRATION.
884 — ELCO INTERNATIONAL CORP. 
889 — ELCO MKDWKCT.
886 — EMERSON RADIO INTERNATIO 

NAL CORP. (080. 5th, avc. New York 
N.Y.. 10022) conmic aussi : EMliR- 
SON RADIO EXPORT CORP.

887 — EMHART CORP. (950 Cottage Ojrovo 
rond) Coniiue Mninlrnant : 
AMERICAN HARDWARE CORP.

888 — EMU-4- 
880 — ENCYCLOPEDIA JUDAICA INC.
800 — ENAMttUTR
801 — ENCYCI-OPAKDIA JUDAICA 

RESEARCH FOUNDATION.

892 — END'JRO.
893 — ENGLISH AMERICA I, TAILORING 

CO.
894 — ENGINEERING and RESEARCH 

CENTER.
895 — ENTUSUL. 
806

897

898

899

900

901

ETfcRNA «27» CYCLE OF BEAUTY 
TREATMENT.
EVAN PICONE. INC. 
(1407 Broadway N.Y.C.).
EVAN P1CONK, INC. (7020 Kennedy 
Blvd. North Bergen, New Jersey).
EVELETII TACONITB CO. 
(Duluth, Minnesota).
EXPORT PROCUREAIKNT CORP. 
(00 Park Avenue, N.Y. 10).
FAIRBANKS MORSE INTERNATIO 
NAL PUMP. DIVISION. COLT IN 
DUSTRIES INC. (Glen Rock, New 
Jeney,US.A.).

902 — FAIRBANKS MORSE PO\VER
SYSTEM DIVISION (710. Lawton 
Avenue Bcloit, Wisconsin).

903 — FAIRBANKS MORSE I'U.MI DIVI 
SION (3001 - Kansas Avenue KSIIBUS 
City - Kanwia).

004 — FAIRBANKS MORSE \TOIGTHING 
SYSTEM DIVISION, (19-01 Jcrney St. 
Johnnburg Vermont, East Moline 
Illinois).

905 — FA.RLANE. 
006 — FAUXINS.
907 — FAMOUS AUTHORS LTD.
908 — FANTA.
909 — FARROWTEST.
910 — FEDERACION SIONISTA. UN1VKR- 

S1TAIOA.
911 — F15DICRACION SIONISTA. 

REVISION1STA.
012 — FEDERATION OF JEWISH

PHILANTHROPIES OF NEW YORK.
013 — FEMIC1N.
914 — FEnROBOUD.
015 — FIAMMA.
910 — FIDUCIA INCORPORATED.
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917 — FIDELITY MUTUAL Lira INSUR 
ANCE CO. (The P.-irkway & Fair- 
mount Av. Philadelphia, Pennsylvania 
19101.

818 — FINANCIAL INSTITUTIONS 
GROWETH FUNDING.

619 — FINGERTIP TANS.
920 — FLAGG. BROS.
921 — FLAGG UTICA CO.
922 — FLEETWOOD.
923 — FLEETWOOD COFFEE CO. 
024 — FLURIDE, VITAMIN 
929 — FOMOCO.
92« — FORD.
927 — FORD AUTHORIZED LEASING 

SYSTEM.
928 — FORD «D».
929 — FORD, LEASING DEVELOPMENT 

Co. (2000 Rotunda drive dearborn*

930 — FORD MOTOR CO.
(P.OJB. MO. Wlxon Michigan 48090).

931 — FORD MOTOR CRKDJT CO. (2000 
Rotund* drive Dearborn Michigan).

932 — FORD MOTOR CREDIT CO.
INTERNATIONAL (Dearborn Michi 
gan)-

933 — K-100 PICK-UP.
934 — FORD PRODUCTS CO. 

(Dearborn Michigan).
939 — FORD RENT-A-CAR-SYSTEM. 
930 — FORD TRACTORS.
937 — FORDSON.
938 — FOREIGN TRADE EXCHANGE.

510, 8. ERVAY ST. Merchandise-Mart 
BM(. DALLAS TEXAS.

939 — The FOREST CITY MATERIAL CO. 
«3cvctand, Ohio, U.8.A.).

MO — FORMIT ROGERS.
941 — FORTUNE, SHOE CO.
942 — FOUR ROSES DISTILLING CO. LTD.
043 — FRANK BROS. FENNFEINSTEIN. 

(New York).
944 — FRANKFORT DISTILLERS CO.

(375 Park Avenue, New York 10022).

945 — KRESCA.
940 — FRENTE, REUGIOSO, UNIDO.
947 — PROMM and SICIIEL INC.
948 — FUND AMERICAN.
949 — GALAXIE 500-7-LITRE.
950 — GAL1S MANUFACTURING COMPA 

NY OF FAIRMONT.
951 — GALVITE.
952 — GEODING, JENNY, INCOR.
953 — GENERAL CHEMICAL and ADHE 

SIVE CO.
054 — GENERAL THREAD MILLS INC. 

(1407, Broadway, N.Y.C.).
955 — GENERAL TIRE INTERNATIONAL 

CO.
958 — GENERAL WINE and SPIRINS CO. 

(375 Park Avenue, N.Y. 10022).
957 — GENESCO EXPORT CO.
958

950
980
081

962

GBNKSCO INC. (ll)-7th Avc. N. 
Naidiville TenD«MOo37202). (730Fifth 
Ave. New York N.Y. 10019).
GEORGE D. ROPPER and 00. 
GESCO MANUFACTURING.
QIDDING-JENNY INC. ct Ma deux 
me : — CINCINNATI - OHIO. 

— DAYTON - OHIO.
C5ILBERTON COMPANY INCORPO 
RATION (101-5th Avc.. 3 Kd. floor 
New York. N.Y. 10003).

983 — OILBEuTON WORLD WINE PUBLI 
CATIONS INC.

984 — GLACIER SAND AND GRAVEL CO. 
965 — GLOBAL TOURS.
968 — GRANTfE STATE RUBBER CO. 

(Berlin New Hampshire).
987 — GRAPHIC SYSTEMS DIVISION.
988 — GREAT UNIVERSAL STORES INC.
989 — GRETNA.
970 — GUIDE • LINED.
971 — H.C BOHACK and Co. INC

(Mctropolitnn and Flushing ave. 3 
Now York, N.Y.).

972 — H. GREEN aid CO.
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073 — HAND M. WILSON OPERATION 
CADANY. California).

974 — COMMITE DES FKMMES ISRAE 
LI ENNES : Hadamh. The Womcn'n 
Zionist. Organization of America Inc. 
(05 Ea»t 62nd. St. New York N.Y.).

975 — HAMMOND.
976 — HARODITE FINISHING Co.

(G6 South Street Tauton Massachu 
setts).

977 — HERANT ENGINEERING DIVI 
SION.

978 — HARRY WTNSTON MINERALS OF 
ARIZONA INC. et ion neinc k 1'Ari- 
rana Sou* 1'Adresse suivant : 
(West Pccos Road Chandler Arizona).

979 — HARTZ MOUNTAIN PET FOODS 
INC.

980 -~ HARTZ MOUNTAIN PRODUCTS
CORP. (50 Cooper Squars New York 
City).

981 — HAWAII-KAI CO. SERVICES CO.
982 — HKEL'N TOE.
983 — HELINONE.
984 — HENRI BENDEL INC. (N.Y. City). 
989 — HERRING BONE.
980 — HERTZ COMMERCIAL LEASING 

CORP. (de Laware).
987 — HERTZ CORP. (060 Midisson Ave. 

New York. N.Y.).
988 — HEUTZ EQUIPMENT RENTAL 

CORP.
989 — HERTZ INTERNATIONAL LTD 

Connue nvnnt : (HEHTZ AMRHI- 
CAN EXPRESS INTERNATIONAL, 
(COO Madison *ve. New York).

980 — HERTZ LEASE PLAN INC.
991 — HERTZ REALTY CORP.
992 — HERTZ SYSTEM ING Delaware.
903 — III3KTZ VEHICLES MANAGEMENT 

CALIFORNIA COUP.
993/b —HERTZ VEHICLE & XIANAGEMENT 

CORP.
094 — HERTZ VEHICLES MANAGEMENT 

NEW YORK CORP.

005 — The HICKORY, PUBLISHING CO. 
(310 North Avc. N.Y., Atlanta Geor 
gia 30313).

996 — HILL SAMUEL INC.
99T — HI-PALS FOOTWEAR INCORP.
998 — H1LLWOOD SHOE CO.
999 — HOLIUY - WISE.

1000 — HOME INSTRUMENTS DIVISION, 
(000 North Sherman Ave. Indlanapo- 
polis Indiana).
HOUSE OF SEAGRAM INC. 
HUGGINS YOUNG COFFEE CO.

1001
1002
1003 HUGGINS YOUNG GOURMENT 

MOCHA JAVA.
1004
1005
1000

1007
1008

1000
1010
1011
1012

1013 —

1014 —

1015 —

1016 —

1017 -
1018 —

1010
1020
1021
1022
1023

HUGGINS VCUNG SUPREME. 
HUMBOLDT MINING CO.
HUNGTER-WILSON DISTILLING 
CO. INC
HUNTJNGTON CREEK CORP.

. I. MILIJER and F , INC. 
New York City.).

• ISRAELI ASSORTED.
• ISRAEL FUND DISTRIBUTORS INC
• INCH-MARKED.
• INDEPENDENCE ACCEPTANCE 
.CORP. (Philadelphia, PA).
INDUSTRIAL COMPUTORS DIVI 
SION (3000 Monet Rd., Palm Beach 
Gar'cn, Florida).

— INFORMATION SYSTEMS DIVI 
SION (Rochester New York H063).

— INGEN1ERIA Y. CONSTHUCIONES 
KAISER S.A.

— INLAND CREDIT CORP. 
(11 West 42nd Street N.Y.).

—^ INNES. (Los Angeles - California).
— INTERNATIONAL DENTAL PRO 

DUCTS INC. (Richmond Hill 18. 
L.I.N.Y.).

— INSTANT PATENT LEATHER.
— INTERNATIONA L.PACKERS LTD.
— IN-TER-LINE.
• INTERSTATE SHOE CO.
• INTnLVTE CRYSTALLINE SPRAY 

MIST.
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1024 — INTIMCO.
1025 — INVESTORS OVERSEAS SERVI 

CES PANAMA CITY.
1026 — ISRAEL ALABAMA WIRE CORP. 

LTD.
1027 — ISRAEL AMERICAN DIVERSIFIED 

FUND INC. (54 Wall Street. New 
York. N.Y. 10005).

1028 — ISRAEL EDUCATION FUND OF 
THE UNITED JEWISH APPEAL.

1020 — ISRAEL ENERGiSNCY FUND.
1030 — ISRAEL FUND DISTRIBUTOR.
1031 — ISRAEL FUNDS MANAGEMENT 

CORP. (54 Wall Street New York 
N.Y.).

1032 — ISRAEL MIAMI GROUP. (DAN
HOTEL CHA1NE) 1 — Lincoln Road 
Miami Florida.

i833 — ISRAEL SECURITIES CORP. 
17E - 71et Street N.Y.C.).

1034 — J.A. JOHNSTON CO. •
1035 — J.K. COOK ™l CO. (World Trade 

Center Houston Texas, U.S.A.)*
1036 — J.M. WOOD XIANUF. CO. INC.
1037 — JANRICO INC. a (Portorico).
1038 — JARMAN RETAIL CO. 
1030 — JERMAN SHOE CO.
1040 — JERYL LIGHTING PRODUCTS CO. 

(Chicago, U.S.A.).
1041 — JEWISH WAR. VETERANS CF THE 

U.S.A. JWV. (New Hampshire Avc. 
N.Y. 2, Washington. D.C.).

1042 — JOHN HARDY. SHOE. STORES.
1043 — JEWISH WELL FARE FUND.
1044 — JOIINSTON and MURPHY SHOE Co.
1045 — JOINT DISTRIBUTION COMM1TEE. 
1040 — JOLIE MADAME.
1047 — JUDEA. ART. IMPORTERS INC.

(21 Orchard Street New York N.Y.. 
10002).

1048 — JULIUS KESLER DISTILLERY. 
CO. LTD.

1040 — K. HETTLEMAN and SON. 
1050 — K. and S METAL SUPPLY INC.

1051 — KAISER AEROSPACE and ELKC-
TRONICS CORP. Adresse principle : 
(Kaiser Center 300 Lakeside drive 
Oakland, California, 04601) et ws 
Uaincs Sent a i
— SAN LEANDRO, California (Usi- 

nc-fabriquo pour let instruments 
do avions.

._ PAT/) ALTO. California (fnbrkpic 
pour lea instrument* cleclroniqucs)

— GLENDAIE & California, (fabriquc 
pour lc« instrument* elect roniqutsl

— ARIZONA a PHOKNIX. (fahrique 
pour Ics instruments clcctroniqucs)

1052 — KAISER. ALUMINIUM.
1053 — KAISER ALUMINIUM and CHEMI 

CAL SALES INC.
1064 — KAISER ALUMINIUM 1NTERNA- 

TIONAL CORP.
1055 — KAISER ALUMINUM INTERNA- 

TIONAL.INC.
1056 — KAISER, CEMENT end CVl'STUM 

CORP. (Kaicu!, Ccntcr-JOO Lxhsidc 
drive Oakland, California, IMC01).

1057 — KAISER QIEMICAL INTERNATIO 
NAL,

1058 — KAISER CO. ENGINEERING and 
CONSTRUCTION.

1050 - KAISER CO. INC. ENGINEERING 
AND CONSTRUCTION.

1080 — KAISER COX. CORP.
1001 — KAISER ELECTRONICS INC.
1062 — KAISER ENGENHARIA, F. CONS- 

TRUCOES, LUIITADA.
1063 — KAISER ENGINEERS and CONS 

TRUCTION INC.
1064 — KAISER ENGINEERS FEDERAL 

INC. U.S.A.
1005 — KAISER ENGINEERS INC. EN 

GINEERING and CONSTRUCTION 
IN Michigan.

1006 — KAIFER ENGINEERS INTERNA 
TIONAL, COUP.

1007 — KAISER ENGINEERS OVERSEAS 
CORP.
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1088 — KAISER FOUNDATION.
1069 — KAISKK FOUNDATION, HEALTH 

PLAN OF OREGON.
1070 — KAISER INTERNATIONAL LTD.
1071 — KAISER INTERNATIONAL LTD.
1072 — KAISER JEW INDUSTRIES CORP.
1073 — KAISER JEEP SALES CORP.
1074 — KEL1TA SPORTSWEAR CO.
1075 — KENDALL REFINING CORP. 
3076 — KENMORJ3.

'1077 — KINGS COUNTY LAFAYETTE
. TRUST CO. (200 Monlagiic St. Hrook- lin N.Y.) Connuc avant : LAFAYET 

TE NATIONAL WANK.
1078 — KINGS BORO MILLS.
1079 — KLEVEN SHOE CO. INC.
1080 — XKOMARK (ESQUIRE) INC. (132- 

20 Mcrick Blvd. Spring Field Gar 
dens N.Y.).

1081 — KNOPF-TiOOKS (427 Madison Avc. 
New York).

1082 — L. GRIEF Mid 13KOS.
1083 — LADOLCE.
J084 — LADY ESQ'JIKB.
1085 — LAWRENCE SaiACHT. (200, E. 

67lh St. N.Y. City).
1080 — LRARNiNG MATERIALS INC. 

(New York. N.Y.).
1087 — LEATHER BALM.
108S — LKKI-' FOUNDATION (350 Fifth 

Ave. New York Ci'.y).
The LEMBEHG FOUNDATION, 
(100 Madison Avenue N.Y.C.).

1080

1000 LE11MI SECURITIES CORP. 
(00 Broad. Street • New York 4, 
New York.).

1091 — LEX1M.
1092 — LIHKRTA MINING COUP. LTD. 

(35 Motor Avc. Farmingdnlc L.I, 
N.Y.).

1003 — LIBERTY INDUSTRIAL PARK 
COKI'. (Muter Ave. FarmingUalc 
New York).

1091 — MLY MILLS CO. (395 Broadway 
New York City).

1095 — LINCOLN CONTINENTAL.
1096 — LINCOLN-MERCURY DEALER 

LEASING ASSOCIATION.
1097 — LIPSCHUTZ and GUTW1KTH CO. 

(1270. OUi Ave., Room 2701, N.Y.C.).
L1TWN CORPORATION. 
LOCORE.

1098
1099
1100 LOFT CANOY CORP. (Long Island 

City. N. Y. 11101).
1101 — LGVK PAT.
1102 — LOS ANGELLES LYNWOOD OLL 

DALLE WATCON.
1103 — MACCO. PRODUCfS CO. 
1101 — MADEIRA KNITS LTD.
1105 — MAGNETIC PRODUCT'S DIVISION 

(OROO East 30lh Street, Indianajwliu - 
Indiana).

1100 — MAJESTIC SPECIALITIES CO.
1107 — MAJOR BLOUSE CO.
1108 — MALLERNEE'S NEW YORK.
1109 — Th« MANHATTAN SHIRT CO.
1110 — MANNEQUIN SHOE CO.
1111 — MANNKRAFT COUP.
1112 — MANSCO.
1313 — MARYLAND CLUB.
1114 — MAZON.
1115 — MC. GRKGOR DONIGER INC.

(COO Fifth Ave. New York 39, N.Y.).
1310 — MKCIIANICAL MIRROR WORKS 

OF NEW YORK, (601 Edgccombo 
Ave. New York, N.Y.).

1117 — MERCURY and MERCURY S, 55.
1118 — METAL LUMBER. 
1110 — METEOR.
1120 — METROPOLITAN COUNCIL NEW 

YORK.
1121 — MEYER BROTHERS PARKING 

SYSTEMS INC.
1122 — MICRO-SYSTEMS INC.
1123 — M1MUTE MADE.
1124 — MINERAL and CHEMICALS.
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1125 — MINERALS and CHEMICALS 
PH1LIPP COK1J.

1126 — MINKUS STAMP and PUBLISHING 
CO.

1127 — MINUTE MAID GROVES CORP. 
(ORLANDO-KLORIDA).

1128 — EMPIRE STAMP GALLERIES 
Orlando FLORIDA.

— 1 — EMPIRE STAMP GALLERIES, 
(Washington).

2 — EMPIRE STAMP GALLERIES, 
(California).

3 — MINKUS STAMP, GALLERIES 
(TexiuO.

4 — MINKUS STAMP GALLERIES. 
(PeiuselvMila).

1129 — MISSILB *nd SURFACE RADAR 
DIVISION.

1130 — MISSOURI ROGERS CORP. 
(Joplin. Mo).

1131 — MOCHA - JAVA.
1132 — MODA SHOE CORP. - RO. SEAR- 

CHIM.
1133 — MODERN ORTHO PEDIC
1134 — MONSIEUR BALMAIN.
1139 — c MOON DROPS > MOISTURIZING 

BATH OIL.
1136 — MOON DROPS MOISTURE 

LIPSTICK.
1137 — MORDECAI LAND AND INVES.
1138 — MOTOR WAY., INC. (N.Y.).
1139 — MOVIMENTO SIO. NISTADE 

TRABAJO.
1140 — MOVIMENTO SIONISTA jwrtidarie.
1141 — MULTICUT.
1142 — MURRAY HILL LODGE.
1143 — MURPHY RETAIL CO.
1144 — MUSTANG.
1145 — MUTUAL LIFE INSURANCE CO. OF 

NEW YORK (1740 Uroadway New 
York,N.Y.).

1140 — NASHVILLS AVENUE REALTY CO. 
INC

1147 — NASSAU BRASSIERE CO. 
11*8 — NATIONWIDE SHOE CO.

1149 — NATIONAL BROADCASTING CO 
INC. (N.U.C.).

1150 — NATIONAL COMMUNITY RELA 
TION ADVISORY COUNCIL - 
NCRAC. (55 West 42nd street New- 
York 10030). -

1151 — NATIONAL COUNCIL OP JEWISH 
WOMEN INC. (NCJW) (1 West 47Ui 
street New York 10036).

1152 — NATIONAL JEWISH WELFARE
BOARD J.W.B. (145 CMt 32nd street 
New York 10016).

1153 — NATIONAL SPINNING CO. (350 
fifth avenue N.Y.).

1154 — NATIONAL STEEL and TINPLATE 
WAREHOUSE INC. (2001 south de- 
laware 48 Pennsylvania).

1155 — NATIONAL WORSTED MILLS
(Jamsetown New York) ct son mine 
4 : FLACONER — New York.

1158 — NATIONAL YARN CORP. (Cleveland 
Ohio).

1157 — NATIONAL YARN CORP. (110. flth 
street Los Angeles California).

1158 — NATURAL WONDER MEDICATED 
TOTAL SKIN LOTION.

1158 — N.B.C. ENTERPRISES.
1160 — N.B.C. NEWS.
1161
1162
1163
1164 — NILATIL,
1165 — NOONAN T. SONS CO. (1350 Colum 

bia road boston Massachusetts) ct ecs 
sue dont les tdresses oont : (430 wnr- 
berlcy Framinfhain 4 Massachusetts).
NOXON MILLS INCORP. DALTON 
GEORGIA.

N.B.C. RADIO NETWORK.
N.B.C STATIONS and SPOT SALES
N.B.C TELEVISION NETWORK.

lieu 

1167 NORRY ELECTRIC COUP. (03 cur 
lew street rochcMor N.Y.I. Conmic t-i>- 
core : ELECTRIC EQUIPXIENT CO

1168 — NORRY EQUIPMENT (63 Curlew 
Street, Rochester N.Y.).
OLD COLONY TAR CO.1160

1170
1171

ORK. ENGINEERING CO. 
ORION NEW YORK INC.
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1172 — O.T. OPEN TRUSS!
1173 — OTTO PREMINGER FILM' (ct Ic vrai 

nom dc la soc. cinima cst : S1GMA 
PRODUCTIONS INC. (711 fifth ave 
nue New York N.Y.).

1174 — OVERSEAS AFRICAN CONSTRUC 
TION CO.

1175 — OVERSEAS PUBLIC UTILITIES and 
GAS CORP. (55 West 42nd st. 
borough of Manhattan, New York).

1170 — OWENS ILLINOIS. . •
1177 — OWENS ILLINOIS GLASS CO. INC 

(Box. 001 Toledo, OHIO, V.S.A.).
'1178 — Succ. du F1RME no. 1177 : GLASS 

container Division —• Closure plants
— Sand plants — Machine shops — 
Ink and die plant — shops — 
consumer and technical products divi 
sion — Kimblc products plants — In 
dustrial and electronic products plants
— Forest products division — Corrtijj- 
ated shipping container plant/; — Mul- 
tiwall and plastic shipping sake plants
— Fibre cnn plants — Plastic products 
division.

1179 — OWJ?NS - ILLINOIS INTER-
AMERICA CORP. (Toledo, Ohio).

1180 — OWENS ILLINOIS INTERNATIO 
NAL DIVISION, (Toledo, Ohio).

1181 — PACIFIC COCA-COLA BOTTLING 
CO. (1313 E Columbia street scatilc 
Washington 08122).

1182 — PACIFIC MILLS DOMESTICS.
1183 — PACIFIC POLYMERS INC. a 

(California).
1181 — PALESTINE ENDOWMENT FUNDS 

INC. (30 broad atrcct N.Y.C.).
J185— PANTHEON BOOKS (127 madison 

avc. N.Y.).
1180 — PARIS MANUFACTURING CO.
1187

1188

1189

1190

1101

PATINA CLEANER. 
PATKP.SON PERTHAMBOY. 
PAUL JONES and CO. INC. 
PAUL MASSON INC.

1192 — PENNSYLVANIA COAL iuid COKE 
(115 aghcroft avc. crcuson, Pcnnsyl- 
vaiiiu).

1183 — PERMANENTE STEAM SHIP CORP
1194 — PERMANENTE TRUCKING CO.
1105 — PERVELANE. "
1198 — PERV1NAU
1197 — PETROLIA (Pennsylvania).
1108 — 34 PET. SHOP INC.
1199 — PlIARMA-CRAFT CORP.
1200 — P1IILCO CORP. (tiog ;.nd C steels 

Philadelphia, Pennsylvania).
1201 — PHILCO FINANCE CORP. 

(Philadelphia).
1202 — PHILCO'S INTERNATIONAL DIVI 

SION (Philadelphia-pa).
1203 — PHILIPP BROS. LATIN AMERICAN 

CORP.
1204 — PHILIPP BROS METAL CORP. 

(New York).
1205 — PHOENIX INC. 
1208 — PILOT.
1207 — POLICLEAN WHIRLPOOL R.C.A.
1208 — POROCEL CORP.
1200 — PRATT and WH1TNEY MACHINE 

TOOL DIVISION (Chai tcr oak Elvd. 
West Hartford Connecticut).

1210 — PREFECT.
1211 — PRINCESS MARCELLA BORGIIESE
12)2 — PROFESSIONAL LIBRARY SER 

VICE (SANTA ANA Calfornia).
1213 — PROGRESS WEBST'JR ELECTRON 

CO.
1214 — PROSPECT CORP.
1215 — PROVIDENT MUTUAL LIKE IN 

SURANCE OK PHILADELPHIA 
(4001 market street Philadelphia Pen 
nsylvania).
PUB.

PEARL IMPORT EXPORT CO. INC 
(New York).

121G
1217
1218
1219

PUERTO RICAN CARS INC. 
PYRAMID SHOE MANUF. 
QUIK-EASE.



104

1220 — QUINCY COMPRESOR DIVISION 
(217 mainc street quincy Illinois).

1221 — R.A.M. RETAIL APPAREL FOR 
MEN (New York).

1222 — P..C.A, (Central & terminal avcs dark 
New Jersey).

1223 — R.C.A. 301. 
J224 — R.C.A. 501.
1225 — R.C.A., C01
1226 — R.C.A. BROADCAST nnd COMMUNI 

CATIONS PRODUCTS DIVISION.
1227 — R.C.A. COMMERCIAL RECEIVIEG 

TUBK and SEMI-CONDUCTOR 
DIVISION.

3228.—RC.A. COMMUNICATIONS INC.
122« — R.C.A. DEFENSE ELECTRONIC 

PRODUCTS,
1230 — R.C.A. ELECTRONIC COMPONENTS 

and DEV'CES.
1231 — R.C.A. ELECTRONIC DATA. PRO 

CESSING DIVISION.
J232 — R.C.A. GRAPHIC SYSTEMS 

DIVISION.
1233 — R.C.A. INSTITUTES INC.
1234 — R.CA. INTERNATIONAL.
1235 — R.C.A. LABORATORIES.
1236 — R.C.A. PARTS and ACCESSORIES.
1237 — R.C.A. SALES CORP.
1238 — K.C.A. SERVICE CO. DIVISION.
1238 — RC.A. SPECIAL ELECTRONIC 

COMPONENT DIVISION.
1240 — R.C.A. SPECTRA 70.
1241 — R.C.A. SPECTRA 70/15.
1242 — R.CA. SPECTRA 70/25.
1243 — R C.A. SPECTRA 70/35. 
1?44 — R.C.A. SPECTRA 70/45.
1245 — R.C.A. SPECTRA 70/53.
1246 — R.C A. TELEVISION PICTURE 

TUBE DIVISION.
1247 — R.CA. TK, 42.
1248 — R.C.A. 3301 REALCOM. 
1240 — R.C.A. VICTOR.

1200 — R.C.A. VICTOR COMPANY LTD.
1251 — R.C.A. VICTOR DISTRIBUTING 

CORP.
1252 — R.C.A. VICTOR HOME INSTRU- 

MENTS DIVISION.
1253 — R.C.A. VICTOR RECORD DIVISION.
1254 — R.CA. WIHRPOOL.
1255 — R.C.A. WHIRLPOOL CORP.
1256 — RANCIIERO.
1257 — RANDON HOUSE INC.
1258 — RASSCO ISRAEL CORP. Centre prin 

cipal ft U.S.A. (035 Madison uvenuc 
New York, N.Y. 10022).

1259 — RAVNE-D1SLMAN SHOE CO.
1200 — READY. 4.
1201 — REAL GOLD.
1202 — THE REALISTIC CO. (32C4 bcrkman 

Bt. Cincinnati, OHIO).
1263 — REI'LIQUE.
1204 — REPUBLIC .SHOE CO.
1205 — THE REPUBLIC STEEL CORP. (225 

W,, prospect nvc. Cleveland 15 Ohio).
1209 — REI'UHLIC SUPPLY CO.
1267 — RESEARCH nnd ADVANCED EN- 

GINEiCHINCi DIVISION (rochcstcr 
New ^rork 14003).

1208 — RESERVE MINING CO. (Silver bay 
and rabbiU ruinncsota).

1260 — REVLON COSMETICS (talmadfjc 
rend Edison New Jersey).

1270 — REVLON HAinCOLOil CLINIC (810 
W., Olympic Los Angeles Calif.).

1271 — REVLON HAIR COLOR INSTITUTE 
(5455 Wilsliiro bivd. Los Angeles, 
Calif.).

1272 — REVLON IMPLEMENTS COUP. (100 
coll street irvington New Jersey).

1273 — REVLON INC. (7030 8 ot., Industry 
plco rivicra Calif.)

1274 — REVIX3N "INC. (100, 8Ui street pas- 
•alc N.J.).

1275 — REX-TNTERNATIONAL.
1270 — REVIXW INC. LABS (015, ZEREGA 

Avenue bronx N.Y.).
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1277 — IlEVLON RESEARCH CENTER.
1278 — R1DCEF1ELD MANUFACTURING.
1279 ~ IUGID-FLOOR,
1280 — ."IGID-RIB.
3281 ~ IUVER TERMINAL RAILWAY CO.
1282 — KOCKEFELLER LAURENCES A. 

ASSOCIATE (30 Rockefeller plasa 
New York 20, N.Y., U.S.A.).

1283 — ROGER KENT Now York.
1284 — ROYAL LYNNE LTD. (030. 7tli Ave. 

N.Y.C.).
1285 — UUMAC MOLDED PRODUCT.
1286 — S.II. KRESS ind CO.
1287 — SCHAaiT FOUNDATION.
1288 — SEAL KING.
1289 — SENTY SHOE CO.
1200 — SCHACHT STEKL CORP. (4GD

HillKlalc avc. Hilliiadlo 5, N.Y.). .'
3291 — SEA HOARD MANUF. CO.
1202 — SEA GRAM DISTILLKP-S CO. (375 

Park avc. New York 10022).
1293 — SEAGRAM OVERSEAS SALES CO. 

(375 pork avc., Now York, N.Y. 
10022). 
THE 721 CORPORATION.1291

1205 SHAPIKO (MICHAEL nnd RAE) nnd 
FAMILY FOUNDATION INC. (5400 
north 27th street inihvaukcc 0, 
Wisconsin).

1200 — SICiMA PRODUCTION INC. (711 
(fifth ave. New York, N.Y.).

1207 — SILVER SLICK.
1208 — SNOW CORP.
1290 — SOLCOOR INC. OF New York (850 

third iivcnuc nnd corner 51 street 
New York 10022).

1300 — SOMMER nnd KAUFMANN SAN 
FRANCISCO (California).

1301 — SOUTHERN STEAMSHIP AGENCY*
1302 — SOUTHERN SOLE CO.
1303 — SOVEREIGN SHOE CO.

1304 — SPARTANS INDUSTRIES INC. noin 
official do In soc. : E.J. KOUVKTT1C. 
Connn nom Commercial (1180 avc. of 
the aincrica, New York 10030).

1305 — SPRITE.
1306 — STAPLES and SraCJALTlES 1NTKR 

NATIONAL (051 fifth avenue New 
York 17, N.Y.).

1307 — STERLING DIE OPERATION 
(Cleveland, OHIO).

Io08 — THE STONE CHARITAJ3LE FOUN 
DATION INC. (c/o Alford P.).

1309 — STONE CONTAINER CORP. (STO 
NE container building Chicago 
Illinois: COG01).

J310 — STOWELL SILK SPOOL CORP. (50 
cast 42 street N.Y.C.).

1311 — STREET BROS. (9 mid atlanlic \VH 
Arf. Charleston south Carolina 
20401, U.S.A.)*

1312 — SUSAN MERCANTILE CORP.
1313 — SWEEPING BEAUTY.
1314 — T. NOONAN and SONS CO. (l.">50

Columbia road boston I.Tnrjj:icl>u:-cttr.)
1315 — T.OS. (TIROA OPERATIONAL 

SATELLITES).
me — TAB.
1317 — TANKORE CORP.
1318 — TAPES and RECORDS DIVISION 

(6550 enst 30th Btrccl indianupolis 
Indiana).

1310 — TAR DISTILLING CO. INCORP. 
J320 — TAUNUS 12M.
1321 — TAUNUS 15M.
1322 — TAUNUS 17M.
1323 — TAUNUS 20M.
1324 — TAUNUS TRANSIT TRUCKS.
1325 — TECTROL SERVICE. 
1320 — TAWNY.
1327 — TKMCO INTERNATIONAL CORP. 

(1W.5 Connecticut avo. Washington 9. 
D.C.).

1328 — TENCO (Linden, New Jersey).
1329 — TENCO.

74-772 O - 11 - 8
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1330 — THAMES VANS.
1331 — THAT MAN SPRAY DEODORANT BODYTALC.
1332 — THAYKR (20 miller drive mctuchcn, New Jersey).
1333 — THAYER LABORATORIES INC.(600-Dth avenue, New York, N.Y.).
1334 — THOMAS J. WEBB (3 vee'a bird feeds inc).
1335 — THUNDERBIRD. 
1338 — T1NTEX CORP., N.Y.
1337 — TIP-TOP.).
1338 — TOP-BRASS.
1339 — TOUCH and GLOW. 
1310 — 34 PET SHOP INC.
1341 — 3, VEE'S BIRD FEEDS INC.
1342 — TRIANGLE SHOE MANUF. CO. 
1313 — TRUS-CO. POST,
1344 — TRUSCON - TRU - DIAMOND.
1345 — TRUSSPAN.
1340 -- TRUSTEKD FUNDS INC. (53Arlington street brocktcm Mftisachu- •ctU).
1347 — TRUST-T-POST.
1348 — U.S. PEROXYGEN COMPANY.
1346 — U.S. VITAMIN and PHARMACEUTI CAL CORP.
1350 — « ULT1MA-U » MAKEUP SERIES.
1351 — ULTRAMAT.
1352 — ULTRA CHEMICAL WORKS 1NCORP.
1353 — UNION DRAWN STEEL CO. LTD.
1354 — UNITED JEWISH APPEAL FOR FILM INDUSTRY.
1355 — UNITED INVESTORS CORP.
1356— UNITED IDAS SERVICE INC. (UHS) Centre principalc : (200 pork avenue south New York, N.Y. 10003).
1357 — UNIVERSITY MICROFILM INC. (ann arbor Michigan).
1358 — V.J. ELM ORE.

1359 — VALCAR RENTALS COW. and SUbbiUiAKlKS.
1300 — VALENTINE SHOE CO.
1301 — VALLEY GOLD.
13<J2 — VALMOttB LEATHER CO.
1303 — VANESS PRODUCTS, INC.
1304. — VAPO NEKRIN.
1305 — 3, VEE'S BIRD FEEDS INC.
1300 — VEGA TRADING CO.
1307 — VENC13 IRON and STEEL CO.
1308 — VENT-VERT.
1309 — VICTOR F1SCH13L and CO. JNC.
1370 — VICTROLA.
1371 — VIRGINIA DYEING CORP. 
1373 — VISION-VENT.
1373 — W.C. THAIRWALL and CO. INC.
1374 — WEATHEROGUE INC.
1375 — WEDGE- LQCK.
1376 — WEG MATIC.
1377 — WEL BILT INTERNATIONAL CORP (475 fifth avenue New York, N.Y. 10017).
1377/b—WELLCO ENTERPRISES INC.
1378 — WELL CO. SHOE (Jamaica) LTD. 
1370 — WI1IRPOOL CORP.
1380 — WHIRPOOL ICEMAGIC R.C.A,
1381 — WHITEHALL LEATHER CO.
1382 — WHITFIELI) CHEMICAL CORP.
1383 — W111TEHOUSE and HARDY (New- York).
1384 — ASSOCIATION JEIIOVA.
1385 — WILLYS OVERSEAS S.A.
1380 — WITCO CHEMICAL (INTERNATIO NAL DIVISION Soimcboni products)
1387 — X, TRU-COAT.
1388 — X. TRUBE.-
1389 — XEROX FUND (P.O. Box 1540 rochestcr 3, N.Y.).
1300 — THE YORK FUND 1NCORP. 
1391 — YOUNG TIMER SHOE CO.
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1302 — ZENITH SHOE CO.
1303 — ZEPIIYR.
1304 — ZODIAC
1305 — ZUNINO AI/TMAN INC. (101 real road «vc, Kidgcfield New Jersey).
1390 — DAN HOTKLS CROUP (522 fifth Avenue, New York, N.Y. 10030).

1307 — AJAX ELECTRIC MOTOR OF 
ROCHESTER N.Y.

1308 — R.K.O. GENERAL INC.
1300 — TRANSMISSION EROOUCTS INC.
1400 — FUND OP AMERICA INC. (00 Park Avc. N.Y. 100017).
1401 — INTKRPACE CORPORATION connuc auMi THE LOCK JOINT PIPE CO.

rouu vous ruocuRER
CEKECUEIL 

DKBI/1NDK/ LK XKL : 321104
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1 — ANN1STON CITY
2 — AR1ZPA
3 — ARMONK
4 — ADOL.ni SPERLING 
0 — AlJCOA PIONEER
6 — ADABKLLE LYKES
7 — DENTON (Ex : Wnng Juror)
8 — EXCHESTER
9 — EXANTHIA

10 — EXIRIA
11 — EXTAVIA (Ex : Empire Oriole 

Ex : Extavia)
12 — EXECUTOR
13 — EXPRESS
14 — INDIAN BEER
15 — IKE

U.S.A

16 — JESSE LYKES
17 — MOBIIAIBE
18 — MISSISSIPI
10 ~ OCEANIC SPRAY

(Ex : OVERCKAS REBECCA)
20 — SANTA VENETIA
21 — SOCONNET
22 — SB A FAIR
23 — SOLON TURMAN
24 — TRINITY
25 — TAMARA GUILDEN 

(Ex : Engcdi)
20 — VELMA LYKES
27 — WANG DISPATCHER 

(Ex : Keren Milts)
28 — WEST PORT.

YOUCOSLAVII:

1 — KOMOVI (Ex : TRAVNIK) 2 — SUBICEVAC.
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ADDITIF No. 1, FIN 
DECEMBRE 1973

167 -• HOY.MKR XAVAYI LTIt. SlltKKTI 
It* — I7.AK VKW.7.
SM — AIINU II'I.IK HOKUM A YK ItOVAAI'IIK FA- 

BIUKALAU

H -

NAVIRES ItOYCOTTKS 

H. MR8IT PA»A

NAV1RR8 LJUCItKS 

'• — MARMAIIA

FlflMKS CT KTADLISSKMKNTS BTRANGKKH 
PRIVliS IVACKNCU DE SOCIKTIC ARA13KS

I — HARK VAFUK ACANTASI (K»lm Dtr*k 
Cud. No. 10 Umlr)

UGANDA

F1RMIB8 DOYCOTTKE3

> — IIANK XKHOX UGANDA LTD.
4 — UNITOA LTD. (P.O.Itox MM, KlmplU)

URUGUAY

FIIU4M BOrCOlTEKS

11 — ItJIIKIGK TIIADE DANK (TrelnU T. Tm 
1470. Moot<i»l««)
— CatU flrtiM remplaee lu firm* qul port*

to No. T 
It — MAM'KL Gttl.n CIA

— L'lmportrftlan d* loulet l«» nwrquw <to 
n*dta> el TiUvlilOM (*btiqu<«i ftr tuto-

rlotlon (te ZENITH ut lolerdila 
—. Ofllr flrnw nm|>lac< It flrnw qul portr

!• No. 10
11 — MIKKOIII SJt. *
14 — O.U.T. (OrinnlMllon do ncconilruction ft du 

Truvull)

FITUIES UUKHEBS 

S — BANCO AUUUICANO IWAELI

U.8.A.

PIAMKB BOYCOT1T.B8

1«M - A.E.U COMMUNICATIONS COUP. (Richard- 
•MI nwd, Colniir. r». l£i<»)

140} — A.I;.!,. BKKVICK COUf. (Rlch*nl«oii road. 
Oelmnr, I'm. »M»)

1401 — AJ.IJO. AMIIIIICAN JOINT IHRTnillLTION 
CUMMITTKK

1409 — A(1III«\K
1401 — AIK rUOI)lX~l» ft CHKSHCAIJJ INC. (Trex- 

Icilown, PciiiKylvunln)
1407 — AIK I'llOUIXTK A (lIKIIICAt* INC. (Ex 

port DIV) 3. W • AT Sired. NYC 10010)
MOf — AI^.IIAMA TKXVILK I'KODrCTK COKP.
140* — M-ljOV KTKI'I, CASTING COMPANY (Sou- 

lham|ilnn rrnuylriinla U8.A.)
I4|( — AM. KI'ATK KVTKKPIIISKS
Mil — Al.l, 8TATK IIIIK INKI.IIANCK CO. (ILL)
1411 — AU. KTATIS l.VbUU.xNCl; CO. (ILL)

1411 — AM. tiTAVi; INKUIIANCE INT. ti.A. 
1414 — AU. tiVAli: Ml'B INSIIIIANCK CO. 
I4l(i — AL.Lli;i) CONKTUL'CTIOX CO. IXO. 
1410 — AMUASSADOIt 
1417 — AMKniCAN AKSOCIATIO.X I'OU JEWISH

KDUCATION (AAJK) 
141* — AMKUICAV CO.VJIXKVfAI. CO. (030, fith.

Avr. New Yvik N.Y.) 
1410 — AMUKICAN . IMIlAl:^ I'llOSrilATK-S CO.
1410 — AMICIIICAN JOINT mSTIIIIIl'-liON (OM- 

llllTI.lv (AJ.I).C.) (00. Kltnl, 4>nd, Stircl. 
Kfw Vork. N.Y. 10017)

Htl — AMIIIKCAN lAnOlt OHT.
1411 — AMKIilCAN LIKt: l\Si;i(ANCU COMI'.VNV

OK KUW YOIIK
141* — AMKIilCAN MKDICAI. INSTIU'MRXT CO!!!'. 
1454 _ A»lti:iC\N MOTOIIS COUP. (IXI roll. Miclll-

{mi. 48232) 
14ZS _ AUKIIICAN OUT I-'OUM)AT1ON
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MM — AMKKK'AX I'HOTOCOTV KljDII'MBNT CO 
(Al'KCO) (diK-lk-mcm au nom 4e APBCO 
COUI-OIIATION (2100 DtmpaUr Btraet. 
Kvrnilon, llllnol*
— 1/lmporlatfon Of nea appartlls photograph!- 

qutl ctl InUrdtto
— Ctlte firm* rempKcc la firm* o,ul part*

to No. 091 
I4S7 — AMKHICANA PKODUCTtt W I'UKKTO KICO

IK<1. (Uuayama. I'ucrto Illeo) 
MM — AHIPAI. AMKIIICAN - IKIIARI. C*)Rl'. avant

AWAI. (AMfcltlCAN PALUSTINK TKA-
IMNG conr.
— Colic flrmc r»mj>l»c« U flnne qul port*

h No. 41 
I4*« — ANIWKWH GlJlM CO. (VlMland, New Jor-

My, UB.A ) 
1430 - ANCK.fJV rnOnUCT* INa <Cu«y«m., P«rto

14*1 — ANIK r ALOHA
I4U - AIMfllh: POAM
I4M — APKCO COni'OUATION (DojootUfe partkl- 

K>)
1414 — AQUA KUKM INU,
!4»4/b — AltttOW. (Marque Commn cliil* del Olvcri 

Halilllcincntt pout hoinnio* et do met M iippar- 
tant tux deux nmrt imtrttolnct : HANKOni- 
r.BI) CO. •( Ol.l'IITT PKAIIODV * CO. INC.

USC — TMK AHZtUW COMTANV (Troy - .\>w York) 
et KI urtik'i dan* ki pay* aulvnnla : 
U6 Mflh AVCIIU", New Itork Clly. Tn»y. Co 
rinth. Wnlfrford. Cliutcr. Nrw York, U'.«mln«- 
Irr, Ma».1cliuM(tii, Uowl»l«vn. Shuinokln, 

Wllllumiport. Jlunlliiflon. Atl.inlH. 
Ruchanan. CcdMtown, C«oigln. 

Pcnuylv«ul.i. Jaiprr. Cnrix>n Hill. AI-Hcrlvlllc 
AtalMin*. Vlrr'nU, Bvcleth, Ollbctt, Mlnimola, 
Ban FrniKtwo. Calirornla, New York, Chlcagv. 
AllnnU. Dillii.a San rranclKo. (

14M .- AtlIIO\V INTKH-A»IEniCA. INCOIironA- 
TKI1 (rao riflh A»cnuf, Now York Clly)

14J1 — A1XANTA OXVGKX CO. l«13. Travl* Street 
N.V. AtluuU IS, Crorfla ct »n «utre adrctM : 
14M N. Broad Sirwt, Rom« C.«orcla)

14»» ~ ATI.ANT1O
14M - ATLANTIC 1'ROnuCT* CORP. (Trenton . 

New Jrmey)
144« — ATLAM KIXANCT. CO.
1441 — AUTO f.nr,
t44t — AuroMormc IXSIUIANCK roMp.
1441 - AT KOMI! WKAlt INC.
f44i — iiji.ii. Hum: co.
1445 — II. £ O. CAHII 8TOHK 
14 10 — IIAKKIt KQCIl'.MtXT CO. 

.1441 — IIAKKIl MACIIIXKIIY CO. 
1441 — HAKKi:U8 COMMKIICIAL COUP. 
14<U — IIAXKr.lUt MOKTflAOK COJU'. OK CAU-

1'XlltN'IA 
UM — I'AltCKIX) MAIiqUKS ft CO. AHKCIUO

I4M — IlKAM • MATIC IIOSI'ITAL Sllfl-LV 
1451 _ IIBADC-IIAIM-: t SONK INC.
KM — m:cui:u UYAN * ro.
14M — UKNNKTT COKI-. (350 • Slh Avr. N.Y.C.

— L'lmportalloa dt Ken prvdull* fnl>rl(jn<» par 
autorMtlon dr In flrmc tni*ilcnlnr 11O- 
TANV 1NUUKTKII> INC.I ri.t Inlcrdllc

— C«lt« firm* rempbce (o flrme qul mile
Ic No. T43

I4H — HKSKl: IIICIIKV 
1490 — UKKTKOKM I'OI'NDATIO.N OK \V!M>II.AIJ

INC. (Wlndhar, l>rnnr,ylv»nlal
1451 _ n^i'»'-oi!M KO\;NDAIIO\S INC. IJS-DUI

AvrniK Ixjng Iiilind Clly. Nrw YnrU 11101)
1451 — lll;STl'Ol:.M FOUIIATIO.NH OK CAUFO1IMA 

INC. (M» Commercial Btrtrt. Pomona. Cali 
fornia)

145» — UESTKOIIM FOUNIIATIOXS OK PENNSYL 
VANIA IN'C. (Johnalown Prnnaylvanlo)

MM — UIO KVKIf.MK INC.
1461 — DI.ASS ANTKNNA RI.KL11tO\IC8 rOP.I'.
HM — Ht.l'K RlllllON TUN Jt rBNCll- CO. IN'C. . 

(Ctorittown, Kentucky)
1403 — noli JBSTtJ INC. (WO. 7th Av. Ntw York 

N.Y.)
1404 — UOSTON' \\OVtUX IIOSR £ nHUMRR COM- 

fANY (39. Humpahlrc Blrcot, Ca-nbildj. .•!»•- 
lachuMtt*)

KM — nOTANV XETAll, 8TOIIKB niVIRION
1400 — llOVfJfl (Marque Conmierclale)
1401 — nOVII'H (Noni Co:nm«rclul)
MM _ UOYU lliaiAIIHSOX COMI'AXV
140* — IIIIANT VAllNf) INC. (1411, Uioodway)
1410 — unman T.UYI^NU »IOTOI;S INC. (ooo.

Willow Ircc Ro*d, Lftenla. New Jcncy)
1411 — iiniTidii norons coitr. (U.K.A.) LTD. (754

Onnt Avcnu«, Rlrtf«fWd. New Jrrwy)
i4n — nusiNRSH ft I'MOFESSINAI. OBT.
1411 — BBRGUOIU' (lOOUMAN CO. INC. (164 Fifth 

A». N.Y.)
1414 — iicijuiio.'ii' COO:»:AN vvn COUP. & \vc«i

Uth Stn-cl, N.Y.)
1411 — C.n.». 1NTEU.VAT1ONAL
1410 — C.HA. HUMICAL 1NSTIIUMKNTS (1100 E««t 

Valencia, PulltHon Calif 12011)
14n — C.DJI. TllliATHICAI. KIMI DIVISION (con- 

BIM auwl : CI.VKMA CKXTKII KIUIR DIVI 
SION)

un -- CAKI.YM-: sinnr co. INT. isso. F»ih AVCHUC
(Koom 31ft) Nrw York, 1000) I

14» — CATALYTIC COXSTIltC-flON fO. INC. (ISIS 
Walnut Street- Philadelphia, Penniylv.-mia. 
UJ.A. et aca Mireaux aux admara milvonli:
— MO 1-nik Awnu*. New York. M.Y.
— UIO Oukdnk) atrret, Toledo. Ohio
— 1411, «K> Slrwt. Nrw Wa«hlnRlon DC.
— M>M) - Fair View Road. Clinrkitle, North 

Carotin*



Ill

HM — CJIOICK VKM> COM:
— L.1ir»|"orUllon do *•• dl«qw* fabrlquC* par

lii nnmi RC.A. t»t Interfile 
Mil — CHOICE VKM> UIVIKIO.V

— L'lmporlallwi dct dln'iuei fabrtqui/i pur In 
flriM R.C.A. ert Inlerdlt*

Mil — CIM:MA CKXTKII FILMS DIVISION (eonnue 
ammo C.R.S. TIU;ATUK:AI, FILMS DIVISION
(1C, l>/rt Mml Strwt, New York. N.Y.)

MM — CINKMA CKNTBIt KILM8 INC. (Cliwm* Gen 
ii r. CHS Studio Center 4(fM Rad(urd) (Ave- 
nue North Hollywood. Cnllfornla flGOl)

MM — CILAHTKU KN¥l-j|ll>lil.si^ INC. * Baltimore, 
Maryland

14M - CI.KVITI'. COUP. U7DO, Claire, Avenuo Ctam- 
tent Ohio 44110)

14M — CI.UVKI.AM> GRAl'IIITK IIRONZH DIM- 
WON <1700 St. Claire, Av. Cteveltnd. Ohio 
44110)

14W — CMIU MBDITERHANKK INTfSltNAITONAJV 
INC. (010, riflh Av. New York)

)«U -- Cl.UBTT PKAIlOm' AND 00. ING (433, Ri 
ver Street. Troy, New York. U.S.A.) et 610 
Hflh Av. New York 100M)

I4W — trull-All
14M — CUII'AX LVCOnrOrtATBD (&JO Fifth AVf 

nut. New York. N.Y)
14M — <XK:A caul uorn.tvu co. OP OABY (iooo

Cnlfix StroeU O*ry-lndlaiw 4C40U) 
I4H — <X)1-TKK'» 
I4N — «>U)K1'OT 
1484 — (»LT IMIUBTIJIKS IKTURMATrOMAI. IKC.
MM — ( OI.UMIIIA nno A i) CAHIINO HVNTI»; INC.

(51. Went U Btreet New York, N.Y. 10018,
UJ.A.) 

14M — COMIMBIA RKCOKDS (TM, 4th Av. Ntw
York) 

14»7 — COI.VMIIIA KKCOKDH HAUC8 ((I, Wo*.
Unrl ttrecl, hew York lOOltf) 

14H — COSUlONWKALTlIK UNITED COUP.
— Llmportu'.lon da HI illiqiiu r«brt<pio* par

In (Inno RC.A. uH IntonllU
tOt — COMHOUOPf. AVIATION I.VU el «ri tuccur- 

Mlea qtri porleat 1* n4me nom et laun adru-
MC.

— 1MB North Writ Uth Street Belluuit,
PeiuuylvunlA 

'—i blip MM Arthur Airport RokoukooA tonf
Inl«ml N.Y.

— 1001 Jefferaoa PavM HlRtowny. Arllncton,
VlrRlnla 

IMt — C-OMI-AMA ItK INA'EIISIONE Y DISTHIUUI-
DORA S.A.

1601 _ COMI'AKIA MINBItVA OANTA PIC 
ISM — COMI-AMA IIO.V l.tAVB A AKKCinO 
1801 — COXOIIKKN l'(>n JMVIRIf CULTUDIt 
1004 — CONTIM'.XTAI, KIAIIK III
isu — coi1. i:u -
1IM« — KL COQUI

I «07 — COlKiAK
11,0* — COIIUAK CT.
1600 .. COtXiAK XI17
lilO _ CIITI.KII II.AIH.MKU (4201 N. 27Ul Strctl. Mil-

WMUI.CC, Wl» 53210) 
ISU — CYCUINK Ol'. 
101* — CVCr.OM: MPOILER _ 
Itll — DAI1CO 19-LV
itu — DAVCO coiti-onATio.v onto - M:\V YOKK

(eonnuc nuiiiil : DAVTO.V IIUIlltF.K CO. ft 
DAVTON COMPANY)
— Oollc flrnw reniplnce la flrmc qul |»ile 

k» No. 153 et 848
isic — ni:iwvAr, Tunni.vu INC.
ISIO — DUSMO.VD'S
1017 — DESMOND'S INCOBl'OHATED rl M« 18 m«-

gt*ln* de vcnto
)ci» — nrtsoro CIIKMICAL. IIOOIIN« INC.
JSlp — DYX'OI'J.KX
I/IIO — DAN IIOTCL CORP. N.V. (120, K«»l 60th 

N.Y.)
— Octlo flrrna rempltce la flrmo qul porU

le No. 1300 
IMt — RA8TKUN MAONK8IA TALC COM P. (John-

—on Operation Johnnn. Vermont OSAIiO)
1813 — KJ. CIltmnUCK CO. INC.
1C3I — EfXXJ COKPOHATIO\ (Maryland RD Xcar 

CompiiUr Ave., Willow Grove. P.A. 10o:>0) 
aetuellrmcnt 4 radrenr uilvant: Beiijamlo 
not, Puvlllod Foxeroft Squre Jenklntown P.A. 
1*040
— Cette flrma remplaec la finne qul porte 

to No. tao
UM — KLHCTIlO>fAONETtC TKCHNorXJOY CORP. 

(KNTKCII) (Induurlal Pnrk, Monljgmrryvllle 
Penn»ylvnnl« nuul «ou( le nom CNTKOI

IMS — KIX)X DIVISION (1130 Stephrnaon Hlthwuj- 
Troy, Michigan 4BOM)

1«JO — KMITIIK GRAPHITE DIVISION
IttT — KMPIUB 1'KNCIL niVtfilOV
1(U — RNOKLIIAKO INDUSTRIES A/8
1£10 — ENOCIJIAIID JXDU8IUIE8 INTKKXATIO- 

NAI. LTD.
IMO — KNOEUIAUD INDIWCRIRS LTD.
1811 — RNOEIJIARD INDH8TRIKS PTY. LTD.
1831 — ENOKUIARD IXDUATK1KS 8JV.
1811 — KN'ttCMIAKD III.VKKAU A CHEMICALS 

CORP. (ill Aator Street, New York. New 
Jtivey 07114)

ISM — I'AinitANKK tlORSK CANADA LTD. (211, 
RrodwAy, New York)

1818 — I'AIHIUNUS MORMK POWEH 8YM'i:M PI- 
VISION (701-Lawton Avenue, ncloll Wlfeon-
—In 53511 et »c» tueeurulea t (1901 Stnte 
Hlfhway No. 208, Fnlrlow. New Ym1()
— Ottle finite rtmplace la firm* qul port* 

ta No. 002
18M — I'AitrtAKn I.AIIOU ZIOXIWT ORDKU 
IMT — MDKUTV KKRVICU cow. .
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MUST lSI!Ai:i. HANK k TUU.ST CO. Ol'- 
NKW VOHK rl K-I Mice. * :
— 1412 lirwlwuy N.Y.
— 670. Glh Ave. N.Y.
MS( IIDII * rUKTKIl COM1'. (Wmnirinttcr,
Pcmi'.ylvnnlu 18974 )
VISCIM:II * roitmt UK rui;mo mco
INC,1. (Snn JUHII I'ucito r.lco)
1'IKCllblt MILLS (30, Electric Ave. HccHucusi,
New Jcrwy)
MKCIIKIt MILLS (Marque Comnicrclolo de*
diver* proilulu cV» deux flrmcs a>n6ric.imcs :
KAM'OUUKK CO. ft GLDL1T. t'KAIIOIIY fi
CO. INC.
ri,i:i;r MAINTKNANCK INC. (ILL.)
l'OI(l) CUSTOM
Fo;ti> CUSTOM r.oo
fO«l> I.VTKILNATIONAL CAPITAL COKP. 
l''0'!l) IM'K INSUKAN'Ci: CO. 
I-'O.;I< 1,1 1).
ITI,'(|> )T.i;cisioN PRODUCTS INC. A Porto
111(0

I'OIIM'ATION'N lir.Al.TY ASSOCIATION 
IK(i. (201-3 Iluumor Sir., Johnstown Penn»yl-

1618 — 

16JH —

1640 —

1641 — 

1641 —

i«j —
1041 —
HID —
1840 — 
1617 — • 
1518 —
into ..-

1660 —

1661 — K
I Ml - FUJI 1'ilOTO I'-il.MS U.N.A, INC. (330 Fll'tll

AVI niic, New Yorli) 
IMS — I'UKI) OK AMKIilCA I.VC. (HVaul : KUND

AMK.niC/\N) 00, )'»rh Avenue. N.Y. 10017
— Ccttr fliinc remplacc la firme qul porte

!<• No. 01S 
1051 — av;t't. IIUOK. * CO. INC. (87-80 P«t I'on0

rond, Rnntkok. l*hai)and) 
KM — O.I. JQi: 
I .MO — G.I. JOG DIVISION 
1657 — CKOIKiK M. IW.XCK 
16S» — CI';OH(iWO-.V\ IMIDKTRILS INC. (C!»orBe-

lown KrntUfKy)
iwo — ai.KNsuKtt ront'ORA-rrox (*n. Ktnh AV»-

nue Ni>w Yoik, N Y )
ci,i;.\orr MIM^ INC. N.Y.)6co

1501
1803
1601

I Ml -
inai 
IBCO

IBM
IMS

IBVO 
1671

1575 —

cidi.i> voi:
GOUI.U INC. (Kirnl National Itank, Bulldloe 
St. I'nul, Mhip.cMoln, 85101) 
(i')UI.H IONIC INC.
(.IIANADO
GIIKAT AMKIIICAN KNIITINO KIII.IS INC.
(Tally, rrniisylviinln)
K.r_ M!in;i-;it UNDKHWKAII co. (Ariicnn,
Oln.flr.lc) 
HAIII:Y COI'I'KU
iiAsiEito IM>I:KTRII:S INC. 002:. New Port
Avenue, Phodr l»lnnd, 02K01)
iiAMir.o TOVM DIVISION
>I,\SSI:MT.LI) iu:oTiii;iig ro. INC. <on-
Iral Kulli, P.libdo Island)
1IKI,KNA UOIIINtiTUIN I'.ll. INC. * Porto
Rleo

107» — IIKNUV C. I.YTTON AM) COMI'ANY rl s..-i
20 ni.ij;;i.slns du vcntu qol |>ortenl Ic noin : 
fLYITON'S*

1674 — III;M:V UO.SK STOI;F.S INC.
1675 — IIKI.KM: coins IMJIISH:M;S
1&70 — IIKKAM' KNGINl;i:HIN<; DIMSION (7123

Qina[;a Av. Oinoca r»>K. Calif 013CH) 
1677 — IIKKIIKHT INC. (I'l.rk Hiuco, Illinois) 
167» — IIOM.IiV CAUIIIJIiKTOIt CO.MI'ANV (HOW 

Engt nine mile road, Warren, Michigan <F.OSU
— Ccllc flrnie rcmplucc la flnnc qul porlc

Ic No. 201
ir.70 — IIOMAN KKliVtCK INC. 
1.180 — IIOMAKT UKVEl.OI'Sir.NT CO.
16H1 — Tin; iio'.ii-; IXSI;KAXCI: co. (201 North

Clim lc» Street Baltimore. Maryland et nil outiv 
Adrr5K i : 1011 North Port Mcycr, Arlmglon, 
Vla-lnln 22201
— CcUe flrmo remplaee la flrrnc qul porlc le 

No. 202
1882 — iioicmv riiocr.SK CMKMICAL co. (ii28.

Walnut Sircct, rliilBdtli.hiu. P.A.) 
I68J — IIOUSF. IIO1.1) 1'ROillJCTS IHVISIO.V (Ctd

ford I'nrk, ChlMgo. Illlnc.l») 
1684 — I.T.I. (:<)»••. (connilg uu:.sl : ISUAUL AMUr.l-

CAN OIL c:OKP. (210 Sylvan, Avcnur Ent.-l-
woort Cliffo NJ.

16M — INDUSTRIAL CONTAINER CORP. 
1686 — INWKTHII5S WCICLNAUD S.P.A. 
16117 — IX1.ANH WALL IMl'Lll 
I5M — INVHIiPACIf: CO!:! 1 . (n«-.l Onngt, New Jer-

ncy) iivanl Inicinntlonnl Pipe Ceramics) 
I6S9 — INTItA J'llOllUCri'S INC. (I'.O.B. 1414S. North

Bridge SUlion. Dnylon, Ohio) 
1698 — ISAHlLL PKOUI.'CTS INC. (Sanlli IsaUl,

Puerto Illro) 
161)1 — ISUA1CI. ASSO:(TKI) COMMIDlTir'S (511.

We»t 20th St. New York. 10P11)
— Ccltc firine rcmplnct la flnnc qui porte l« 

No. 1000
i6»z — isitAiti, I)I;VISLOP.VI:KT COUP. <so Ka»t.

42nd, St. New York U.Y. 10(117)
1693 — J. BClWE.VtMAN lNCOIII'Ol:/.Tr.» (Owin^n 

MIMA.. Maryland ct HCI buii-ftux <!:tus ley p>iy* 
lulvonlK : 12flO Av. of the Americnn, New York. 
Wllminirton, Delnwarr, Clir.>nbcr5lmr0, Lnns* 
dale, Korrifttown. 8ondt*rlon, Pennsylvania 
Wiuclievler, Virginia

1601 — J, KCIIOICXICMAN (Mai<|iu! Connnercl.-ilc (Ic.s 
HQt/llletiieiilK pout* homines el dnim'A |>u>(lultx 
pnr ks deux flnnr.i : SAM'Or,l/.i;l) CO. et
GL\'a:i'n;. PIOAIIODV ti co. INC. ct rxt MI-
Inn tueuirwilo)

16!)5 — JAVICI.I.V
IBM — JAYMAX I'liKCIKlOV PnOIIHCTK INC.
1697 — JO.M.S MORCiAX (M.ii'<|Ue Cuniincrci.tlc dot 

hnlilllenirntii pour hommrx et dfiniei, dm inou- 
cliolrs, (lev Ci.ivAlteft proclitU* prir lex Ueux fir* 
met: SASKOItl/IOD CO. ct CILi:i;n i; I'KA- 
BOUY t CO. INC.
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IC9R — JONKH MOIKiA.V — IIUNSi; UICIIKV el w»
•rpl mnliuirui roimnrrrlulci qul poiIrnt Ic mi 
me noni dana lea vtlU-n nulviiilcx : Hnmden — 
Urlil|;r|»ort ~ New llnvrn - Walcrbury — OM 
Saylirook — Mllfmd

IfiW — IIKM MAMJI-'ACTliltl.M; COIII'. (78. South 
Undon lload, Mouth San Fmnclico. Calif.)

1600 — HUM MA\UFACTI:RI.\G com*. CKiti'WCT
IAI!OUATOIIII:S <2075, Tuckrr Industrial
road, Tucker. Gror|;i:i 3005D 

1C(|I — KKM I.VTKRNATIO.VAI. COUP. 
1802 — UKM SUPPLY COIll'. (Snn Junn, Puerto Rico)
K,O» — Ki.\<i DIVISION

— I.'liii|Xirtn(tan dc net dlcqucg lmprlm*» clicz 
)• flnnc R.C.A. ou ehez »c« •uccurtwlei cut 
Inlddltc

loot — Muon ZIONIST ORGANIZATION
1«OS — I.ADV AllllOW DIVISION' (H07 Broadway, 

Nrw York) ct tot imlnci cl bunvtux t Los 
AnctkB, Chicago. Allinla. New York

ICOS — I. VRUlMiMAN t CO.
J8M — L.T.U. UIIOIJCillAM
jooa — wnv CARI.VIX sutnr COMPANY INC.

(107 llmndwiir New Yoi-K NY.) 
1000 — I.ADV MANHATTAN \VOMEN KIIIUTS 
IfllO — I^IISAN Ml-'U CO.

. ten — i,t;r,oux
1011 — IxKVLAND MOTOliS SAI.IiH COUP. (120.

CoiniiH'i c-i> no.id, C.irlRtrtdl, N J.) 
IBI» — Ut-in-IMB FOAM l'I!OI>l>f-TS INC. 
KM — MM' (IK MlAN'Ct: INC. (New Haven Con-

nccllcut)
ici» — u.\cor.x - MKHCUHY DIVISION*
1010 —- I.I.\(li;i:iK (Waniuo <lc vflomcnU ct Nnut vC- 

teuirnti ct chrmlcrt de nulU |K>ur dninos pro- 
dultft pi«r 1m flntici nm^rtraincc : VAI. H1ODI'
LixGi-;niu — VAL MODI; Kur.j;ru i; AU INC.

1011 — 1.ION (Manjuc conimciTlnlc dn <:ivci« itlf- 
incnti honi'iio.i ct dnmc» produlti par leg fir- 
ni» nin^ncchio : SAM'XIUI/tn — CLUKT- 
TK, I'KAHODV A; CO. IN<i. .

1011 — I.I ON CLOTHING CO. ct nc mag«Miu qnl por 
tent Ir noiti I.ION t In Jolla Sail Dlcjo

1019 — I.rn\ IN COnf. (t>20 E. William*, Wlchlta 
Kinuii. USA.)
— Colic flrnw rcmplnre la flrmc qiil portc

Ic No. 1008 
l(i!0 — UAVK GOLD
i«l -- UA\'I: \viuii:
ICia — IXJfK JIOIXT CONT.IKTE I'll'B CO. 1X0.
1011 — IX)UI> AXI> TAVIXUt INC. cl w» mutt ma- 

enoliii d.in« In villrs aiocriculnm : 
New York •- Mnnhauct - - Wcrtctwslcr — Ml- 
llburn •- Wr«t Hartford — Main — Cynwyd — 
Gunlcn City Wanhiiifton, Chcry Cliaw, Jcn- 
klntown
— Ctttp flrmc rrmplaec la flrnie qul portc Ic 

No. 387

IOS4 — I,VTTO\'S (Mnrquc eoninicitl.iic dm vclt- 
mcntH Imnimc ct dainr pimlullK par IrK firmer
•mcHrnhic.i : NANTOIII/.i:)! «;<>. — GLI.'KT- 
TK, rKAIIODY £ CO. I.N'C. 

1CW — LY1TO.VS (Nom commercial ilc dlx nin(;A'.|ns
•pparli-nnnt a : IIKMIY C. LVITON A CO. 
dona left vlllo liiiivnntrH : Evoi1 green -~ Park 
aurora — Calumont clCy — ClilcaK". Ckoklc - 
Park forest C&k fwirk — NlIcK cvanftloii 

1C3C — MAIIANAI-V, INC. — NK\V VOKH 
1C17 — MALMlin I'KN to rtiNfll, CO. INC. (Ccnrg.

town, Kentucky)
10M — MANHATTAN MKNS, MIIIITS. (Sc» al)lc»» 

aonl lea miivantrs :
1 — Durcou cxccuttf : 1271 avenue of the amc- 

rlcaB. New York N.Y.
2 — Bureau admlnlstr.illf : 207 lllvcr Street.

Patnrson New Jcravy 
1 — Bureaux dc vcntc <]es haMls pour honi*

mo :
' — 1271 avenue of the amcrlens, New 

Yorlt.
— ItcrchflndiAc mtirt nttnufn, Gcorgltt.
—• MereltnndlM mnil Ci>ic.-i|;n, lllliibla.
— McrcliandiM' mnrt Dallnx Texas.
— California mart, Lcr, Angolu. Calif01- 

nla.
— (21 Xlurkel Street, S.in Franclrco, Ct-

Wornl^, 
4 — Burcntix dc vcnlc dc» hjhlts |>oiir d.nno' :

— 1407 Kroiidwiiy, Kriv York, N.Y.
— MrrclhiiidKc mart Chlcn;o, Illinoix
— California mart, Ixu Snprlos. Califor 

nia.
— 821 Mnrlsct Street, San Frnnclsco, Ci-

Ufornln. 
t — A(Jrc."j.cn lie KCI utUnft:

— Amcrlout, CrwjTla,
— Atlibiirn, CcoiTTin.
— Clmrlculou hci(;lit», South Carolina
— Cunyama. Puerto nico.
— Jeaup, Georgia.
— I^cxln^ton.
— Klr.Ckton, New Yoik.
— Middlctown. New YorK.
— Snllibury. Maryland.
— Scranton, Pennsylvania. 

0 — Cenlrcn dc dlntriUilion :
— Paterauu, New York.
— South San Kranclwo, California.
— Wlnntboro. South Carolina.

— Colic flrmc mnplaeo 1.1 flinie qul port«
Ic No. DM

ie« — MAMUSAl'T £OKP. et tout w> nireuruln 
Ct : IMIUSTKIAI. CO\Tr\IM:C CO!!I'.
— Ocllc flrmc rcmpkicc la flrmc qul portc

lo No. 1111 
1CSO — MARC1<!!<: 
1CJ1 — MAI«)I1IS llltOl/GIIAHl 
1CJJ — MAVl:KICK



114

IOSS — MAVKIIICK (iKAUHKIl
10*4 — MKTIIOPOI.ITAN (Maniua eomniiTclMl dc* 

hahlU |wjr hoimncK cl dnmei proilulU par ICE 
Ilrmcii amcricnlnc*: SANI-OIUZElt CO. 
GLIIKTTU, PKAIIODY ft CO. INC.

ICtS — MKTUOPOI.ITAN CO. cl Ml niccunale* » : 
Dayton. Kctlcrlitg. Dayton

ICU — MKTROI'OUTAN SAVINGS t LOAN ASSO 
CIATION

IU7 — MIAMI OXVGI:NI: KKI-.VICKS INC. <7«io
N.W. 23 It D. Avenue Miami, Florida ct un
—Hire ndrcsne : 7000 - IBlh Avenue N. L«r{0,
Ktorldn)

103* — MICHIGAN TITLK CO. 
1030 — MINKIIALS & CIIUMIOAI.S DIVISION (con-

nuc avnnl : MINKIIALS & CHEMICALS Mil-
LTP CORP.)
— Ccllc flrme rempliicc la flrmc qul porte 

Ic No. 1120
1040 -- MIMU'S STAMP CO. INC.
1041 — MLNICUii STAMP GAU.KIIIF.g INC. TEXAS
ion — HIIMITI: MADE
104S — MII:IHCII PRODUCTION' COMPANY <104«

N. Formosa fit. Los Angela* CIX)
1044 — MONSANTO COWANY (coanuc »T»nl: 

MONSANTO CIIKMIC.II, COMI'ANV) (BOO 
Norlh Undlx-rp Uoultvaid, St. Loulu 60. X1O)
— Cettc fluiif- rrmplr.co i» (innc qul porte 

k> No. 428
1045 — MOVfKGO 
ICiU — MOVltGO MX.
1017 — MONTIXiO SIX. ItllOUCllAAI
1018 - MON'l i;itKY
icio — MOMI-:I:KY CUSTOM
1050 — MOrOHCKAlT
10(1 — MOTOHOLA AUTOMOTIVK I'KODllCfS INC.

(0101 W. Grand Avenue, Franklin Park. 1111-
nolt, US.A.) 

1032 — MOTOHI.A COMMUNICATION'S INTBKNA-
TION'A". IVC. (Scliumhurc. Illinois) 

10S3 — MliSTANO IIOKS HS1 
1034 ._ MUKTANO CII/.NDK 
1(,,',5 _ MUS'I ANO JIACll 1 
1GSO — KASSAU VCNTI'IIBS I.VC.
1057 — NATIONAL COUNCIL 1'OK JliXVJSll KDU- 

CATIUX
1058 — NATIOXAI, UMIILKM INC. CO.
jcsn — NAriosAi, our i I;ACIII;
ICOO — NATIONAL UNION KI.KCTRICAL, VOttV.

(Box J15T Slnnifind Conm-rtlcut USA.) 
1001 — NATION WIDK INKTAU.ATION INC. 
I«0t — NATION \vi»r, SMOK CO.
loos — NI-:WAI;IV onto ro.
1C04 — NIf'llIIIO CO. LTD. (200 Pork Avenue, New 

York N.Y. 10017)
— Boycottnfc pnrllcllc roii««rnniit )c« tluui 

qul porlcnt In itinrque :
«8ANK<mi/.r.i)»

ICO — OAK KIIKii: TKXTI1.KS INCORPORATUD 
(Noilli C.-uolina. <;roenil>oi-o)

1000 — O.K.I. COMI'UTKK SVS1KMS INC.
1007 — O.K.T. (Orpanlsalion dc Uccoiutrucllon cl du '

Travail) 
IGGt — OAK ENUINKEIII.Vfi CO. (Clovccstcr City.

New Jcrtcy)
— Ccttc flimc iTinplucc la flrmc qul poi'tc 

le No. 1170
OCCIDENTAL LIl'l: INSUKANCB CO. OK
CALll'Ol:M\
OLYMPIC OI.OVK CO. INC. (93 MadlKon Avr
New York, 1C N.Y.)
OLYMPIC MAKATIION £ 81'ARTAN I.NSU-
KANCIi COMPANIES
OIKiON TITLli IXSIlltANCK CO.
PACIFIC- MUDlOMTi' UK1' INSURANCK
COMI*.
pAcino IINANCI; conp. 
PACIFIC vi\/\>.n; LOANS 
I'AC-iKic INKTAL;.L:HS INC.
1'AI.O VIKJO OOLII
PAI.O vin.ro

1069

1070 — 

107) —

1C7Z —
1073 —

1074 — 
1C7S — 
1070 —
IC77 —
107» —
1070 — 

1CSO —

icsi —
1C8» —

icss —
Ki81 — 
10«S — 
ICSO — 
1CS7 —

10X8 
1089
1000
1001 
lOiW 
1093

ICOt — 

10-J5 —

ICtfC —

1097 
lOOt 
10B9 
1700 
1*01

— Celt* flnnc rcmplace la flrme qul port"
Ic No. 1195

PHir.CO - I'OltD (3S7S FnWnn Wny-l'«lo Alto. 
Cnllfo.-nia V4303)
riiii.ro - I'-ottn COUP.
1'IIII.IPf IIOTIIU.VUICKU (31>0 - Fifth Av 
(Room 310) Now York 10001)
riiii.ii'i' nno.s INDIA i/ru. (New York)
1'IN'j-O
PIOXRRK WO:.IK\
I'ONCK KANHIOXS I.VC. (roncc. Puerto K'co)
I'HATT & WHITXHY CUTTINC; TOOI, « «A-
OB DIVISION (Charter O:<k. noulevnrd-Wc»t.
Hnrtrord Connecticut 00101)
I'HKCIOI'K METALS THAPINO CO. INC.
FKKMIHK INblUJAXCK TO'.IT.
PUERTO If I CO DISTII.UNCi CO. A Areclbo
I'UKILTO BICO IHSTILMXfi INC. » AlTcido
O.-I.IM', IXtiTltUMRNT COUP.
QlilMTUN D1VISIOX (Miiu,cai>ulii, Mlnnc-
—oti)
— L'hnpottatlon dc sen dlMincft linpriui^s pnr

la flrmc H.CA. c«t Inlcidilc 
R.C.A. CUSTOM Ki:rot(l)S (113, Avenue of 
the American. New York N.Y.) 
K.C-A. 1>K POIITO IIICO INC. (Dionort To 
wer*, Hotel llooin 1003, 1200 A.sliford Ave. 
Snnlunci'. I'orto Ulco)
II.C.A. )NTI-:ilNATIO.\AL DIVISION (Central 
A Terminal Aveniie Clark, N<-\v Jcrwy 07000)
— Ccllc flnnc rcmplace la firmc qul porte

Ic No. 1231
R.C.A. INTKCN'ATIOVAL HBRVICI2 
II.M. 1IOI.LINGSIIKAI) COUP. 
UA1IEF, 
IIADM..MI 
RAMI1LKU
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\W — RAULAND C011H. OK CHICAGO
— Oette flnne remplac* U (Inne qul portt

to No. 514
1701 — HKLIGIOUK 710MSTKS OF AMKRIOA 
|TM — TJIB RKl'VHUC KTKKL (MM'. (230. W. pros- 

pcet Avc. Cleveland 15 Ohio) et aea mine* *l- 
tu&e* dan* le* vlllc* wilvanle*: 
Cleveland Ohio — Datrolt Michigan _ Brook* 
tin. New York — Klyrla Onto — South CMeaco, 
WlnoU — Warnin Ohio — Nile* Ohio — New- 
Ion Pall* Ohio — MawilUon Ohio — Canton 
Ohio — Younjdtown Ohio — Oadtden Aluluina
— Birmingham Alabama — Buffalo. New York
— Troy New York — Denver Fall*, Pennsyl 
vania — Gnry Indnnla — Katt Hartford Con 
necticut — Lo» Anceksa — California — H«r- 
rUburf Penn — Charlotte North Carolina — 
Nltro Went Virginia.

1708 — BKVMK* INC. (MC. 6th. New York 1> N.Y. 
U.S.A.)

1100 — REVLON INTF.IINATIO.VAI> CORP. N.Y.
nor — IUVKIIIIIHS INSURANCE COMPANY 
no* — nooEii PI:BT
ITOt — HOOKtt PBKT COMPANY et m bureaux * 

Ml, Broadway — New York et *a marque 
comnMrelalo qul portc ton nom

171* — BOSOSIN INDUSTRIES I,Yl>. NEW YOHIC
— Oett* firm* rcmpUcc la flrm« qul port*

to No. MO
1711 — ROMPKR IIOOM CHILD DKVKLQtUKKT 

W.NTF.K INC.
1711 — ROMPER ROOM rNTSBrrtiRER INC.
HIS — RONRICO (X>IU>. a Arcclbo 
1714 — nONUCCO ROM)
i7is — RONitico \VIIITB
1710 — iiuniN Ki.v.mx CRAIT (45 we*t nth

atreet. New York 1. N.Y.
— Cetle rirme remplace In flrmo qul port*

le No. 634 
1717 — ItUSTHAK DIVISION
ni» — «.o. mm
1710 — 80S.
1720 — BAIiKtNA 11(AG?IANT12S LTD. (5R-10, 41 fit. 

Ave. Lone Inland City. New York 11101 et *on 
adrctM rmlate MO Fltth Ave. New York N.Y.

1711 — MALLY gCHRANK (Marque de (Ou»-vCtcmout» 
ft de Chcmlnc* te nult pour dame* te rnppor- 
tant a fct flrme amerlcalne M.C. KCIUIANR
oo. r.Tu. 

17H — fiANi'-oni/,i:r< I-I.TJM
I 1)!* — 8ANKOR17.KD I'LIJS t
17*4 — HATINA
17» — SfllHANK
17U — 8CIIKEK TUMICO INO. (St. Jame* Minne 

sota)
1717 — (W.IKNTinC DATA SVSTOIS (* PA) (1M>, 

Seventh St. Santa Monica. California
172S — SKA \VKKD
17S9 — H»MHOAIin MAN'UF. CO.

1730 — 6EARN FINAMCK COKI*.
1731 — 8KAIIS INTKH.VATIO.VAI- COKI*.
17U — HEARS ROKllUCK * CO. (0?& Shomnn Avc.

Chlcnpi III. ct *oii tuceurwile a rhllailclda
4940 lloOMvcIt Blvd)

I7U — SKA1IS ICOI'UIUCK OVKIISKAK INC. (l)l;l,) 
17S4 — SEARS rtOKDUCK DR I'UliHTO RICA INC.

(DEL) 
17SC — SKA (IS ROEBUCK S~\. (I>RI.) CBNTHAL

AtlKIIICAN 
17M — BBEIIUIIO <X>RPOKAT7ON OP DKLAWARB

— Llmporlatlon de *c* dlsnurc lmpnnif« pnr 
la flrme R.C.A. ou par t-cx *uec. p*t Intcrdlle 

1717 — 8KEUUKG MUSIO Unit A I: Y INC.
— LfmporUtloa de «• dlH|uc« Imprlmi* par 

U flrme H.C A. ou pnr ft* nicr. e*t Interdlte
17U — SEKituno rnouucrs DIVISION

— L1m|K>rtatlon de wft dtaqucn ImpHm^ii par 
la flrme R.C A. ou par IK* »ucc. e*t Interdlte • 

17t» — SEMINARY KOIJTI'. INC.
1740 — SLHOFK IIOU>1.VO LTD.

— • importation de M* dl*quc« lmprlinC« pat 
la flrme R.C A. ou nor ft* i.ucc. oat Inlerdlte

1741 — BIIKRMAN COVCRbTK PH'K 
174t — KIIOLKM ALECICin»l FOLK INSTITKTK 
1744. — SIOtIA PilOUUCnON' INC. (711-Flflh Ave. 

New York N.Y. ennnue «ou> le nom OTTO 
PRKMIMQKR FILU TtidrcaM de con bureau 
principal «t MD1 — Marathon Street, Holly- 
wood. Calltin nln*90038

1744 — sir.vnit KM-:C.V
1745 — SONNKIIORN ASSOCIATI'.D riTFROUUM

OOR1'.
1740 — SONOTONR CORP. 
1747 — SOUTHERN TKXTIf.n» IN'C. 
174* — SrilINO CITY UN11TINO CO. (Spring City

rcnnaylvnala) 
174* — M.C. SCtlRANK CO.MPANV INC. (417 Fifth

Avenue New Yoik. N.Y.) 
17EO — 8TATK TAX KlWtCU 
1711 — STKRUNO DIE OI'IillATIOV (Clevcl.nd —

Ohio) connue avnnt : 8TJ:it>.I,VO Dli; CO.
— Cctte flrmo remplrce l» flrme* qul norUnt

leu No. 017 ct 1307
SUrim • STAT (Maiquo eoinnirrclale o>* pro- 
dull. de la flrmo amtricalnc APCCO CORP. 
KUriilt - STAT ROLL - O - MAT7C (Xlarquc 
eommcreutle d«< prodiilt* de la flrme amcrl- 
ealne : AFKCO COUP.
SUI'KH - KTAT II (Marque commercUle den 
prodiill* de la flrme amincalne : APliCO 
CORP.
SUPER - STATE - ULTRA (Marqu* eommer- 
elalc- dr« produlU de la flrme amcricalrw :
APECO com».
TERMINAL FREIGHT HANDLING CO.

17« — 

17CI —

17M — 

17C5 —

1760 — 

17S7 TORINO (Marque de volture* appartcnanle i 
POrtO)
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SM ct 3X1 -- Kflliwr Aircraft .-I lik-dronlcs Division
126 ~ Kaltrr Kraxer
123 - - KnlKr Aluminium xnd Chemical Corp.
32!) - Kaiser Unuxllc
ISO — Knlwr UroadCAtlldB Division
311 — Kaiser (filler Inc.
tit — Kaiser Community Home*
311 — Kaiser Electronics Inc.
314 — Kaincr Engineers Division
31.1 — Kaiser Kii£incrrx International Division
330 — Kalncr KnunduUon HotpHnlx
317 — Kulscr Foundation Health I'lan Inc.
MS — Kdlwr Foundation School Nunilnc
31) — Ktlnor Foundation Mrdlml Care Program
340 — KalMr Cyiwum Co. Inc.
341 — Kaiser Iluwall • K.1I Development Co.
343 — Kalwr Mft.l Product. Corp.
344 — KalMr &ind Or«vel and Division
345 — Kalwr 8ervl<-.c»
340 — Knl«cr Slfl Cnrp.
S7I — loan Corp. 1/TD.
4*3 — Mitsubishi Monninto Chemical Co.
4JI/U — MUiuMilil Chemical Inc.
411 — Monunto Ilwrica 8-A.
430 — fcfortgace rt Savlh. n.ink I/fD.
444 — Nutlonul Steel and Shlpbulldlnc Co.
440 — Nntton Steel ft Shlpbulldlnr; Co.
471 — TKClflc Oyptum Co.
430 -— rcrmnncnlc Cement Co.
461 — rcmmhcnte Korvlcci Inc.
433 — Pcrimuicntc Scrvlee» ot Hawaii luc
417 — IVnniylvaul.'i Division
4W — 1'loneer Womcn'K Commercial Uondt of l«rat)

GovcrnmrDt 
COO/b — Prlnccton Knlttlnf Mlilt Inc.
6M — IM Boelitt Monwinto Bouwl* B.A.
W7 — Boleoor Inc. (250. V/e>t C7lli St. New Yolk 

1> N.V.) (volr Ko. 1ZM) —
MH — Southern Pcrmancnlc Service! Inc.
$71 — Htandard Maj;i)c*luin gnd Chemical
607 — Turovcr Itador
C01 — Umla
filt — Unlou Baf. Cnmp. Taper Corp.
014 — United Near K««l Laboratories
CM — Anicrlran Conllnfiilal Co. of Japon
TOO — Amcnrnn Truiit Co.
765 — Ikpmviiullci Co.
170 — IJ.vrr. AM. Inc.
IPS — Chicago
fell — COIIKCJO Uc la Education Iiractila
12* •— Coniicjo EJccullvo de la Conc'eio Judlo...
M9 — Cr6atoi« Canada LTD. (Flrme caiudtconc mm- 

llotuic> K>u» Ic No. 70)
IS5 -• Klco Comi'-ctor*
»6» — Rlcctrlc Uoti/r of Ilocheftcr N.Y.

Wl — nilui Corporation 
Bffl — Kmliart Coi'p.
•10 — KCtlcrnclon Sionk.U Univrrsllnrla
•II — K(d£niclon Sioiil«tii Hcviiloiilsla
030 — Cailc Manufacturing Compa-y of Kainnont
85J — Ctodlng, Jennu Incor.
09S — Ccueitil lire Intcrnnlloiial Co.
061 — Glacier Saud «nd Gravel Co.
909 — Cretan
073 — Hind M. Wilson Operation Cadany
079 — Htmniond
Ml — Iluwttll-K.if Co. Service.* 

19I» — Jn;;r:nlpr(a Y. Constructlonos Kaiser SA. 
1010 — Intel national Puckers LTD. 
1020 — Inracl Alabama \Vlre Corp. 
102V — Israel Kmergcucy 1'uud. 
1037 — Jtnrlco Inc.
IM1 — Kaiser Arro;.|.acc and Electronics Corp. 
lOSt — Knlser Aluminium
10S3 — Kalwr Aluminium and Chemical Sales Inc. 
IOSI — KniM-r Aluminium 
10S6 — Kslscr Aluminium 
1050 — Kaltcr Cement 
10&7 — KMspr Chcmiral Intcroatfonnl 
1050 — Kfilscr Co. Int^necrln^ and Couslruetlon 
ItSt — Kslscr Co. Iiiginecriui; mid Construction 
10CO — Kaiser Cox Coup. 
10C1 — Kalccr Electronics Inc. 
IOCS ~ KnlMf 
IOCS — Kaiser 
1004 — Kalwr
IOCS — Kalwr
1MC — Kalr«r
1007 — Kulccr
1001 — Kal«r
10C9 — Kalter
1070 — Kaiser
1071 — K.ilncr
1103 — Ixis Anccllcs Lynwood Oil Dale \Vatson
1110 — JtllstcuM nosers Q»ip.
1117 — Mortice*! Ixind arid Invcs.
1119 — Movimftnto Bio Nli.tndctr»b3]o
1140 — Movlmcnto Slonltla partldart
1IM — ratrmon Pcrlhxinhoy
1101 — IVnnnncnte Steam Ship Curp.
1194 — Pcrinaucnlc Tiucklnf Co.
1107 — retrnlla
1114 — Prospect Corp.
IJ7S — Itex-Iiiteruallon.il
1394 — Unllrd Jewish Appeal for Film Industry
1313 — Well Co. Shoo
IJM — Association Johovi
HOO — Tlie York Fund Incorp.
ISO* — R.K.O. Ccner.il Inc.
1199 — TratsinlMlcn Troduct* Iiw,
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U.S.A.

NAVIKKS UOYCOTTES 

M — 8AMCMKT

NAvmtis UUKRHH

10 — Jeuc L.ykc» 
» — Export Aid*

VJKNKZUELA

UOYCOTTKE8

41 — U'KAI U'HITII

41 — rOUU MOTUH C!IKI)1T COMPANY' INTER.

NATIONAL 

41 — Modi! OK VKNKZUKLA (tSUf C»Olll«, M»I-

UDlua Av. Urdnncta, Cancan}

44 — H 1C Aim KOKUDCll I)K VENEZUEIJV b-A. 
(Vcnouulu)

49 — TtI.EVKX K.A. (Av. Lot Aricot Larrn

No. 11&-07, Xluracnlbo, Venezuela 

40 •— '/.ENITH (k

FIRMKS

1 ~ IIANCO 1101.1-ANDliS DNinO (Cnr»ccs».
Mcmklbo)

SO — C.A. GBNICKAL DC 1'INANAS E. INUU.S- 
TUIAS

KIItklKS KT ICTABI.KiSPM^

P1UVB8 D'AGliNCE UK BOCIUTH AUAUK

1 — CAIIIIIB1!AN FAl'llKES C.A. (I'.O.U. 21)10. 
Vtrou A. JcKultiiK Cuiitas Vt-ni>iu«l.-i) 
• — Cctle flrinc ftinplacc ia Ilrmc 411! I>ortc Ic 

No. 18

VIETNAJVJ

F1RMKS BOYCXXITUUS

xui'.o:; KAU KABT T.TD. SAIGON (104
, Solgon. Vietnam)

YOUGOSIAV1E

It — I.M.V. INDIIATIUJA MOfOIINIU VO/,U,
(Novo Mc«to. Slovenia)
— L'hniioiUtlun (Joa vulture* Mlcrono* inodiU 

I.M.V. 1000) iivcc motcur Aullln • Xtorri* 
etl Intcrilitc 

IS — I.M.V. 1WO (vollurc Mlcropai)

1'IHXIISB UUEKK.tS 

1 — BAOAT fACTOUY Or SWING MACHINE

NAVIRKS DOYCOTi-ES 

1 — TUAVMK
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ADDITIF No. 2, DECISION DU CONSEIL DBS MINISTRES PRISE 
EN SA SEANCE DU 12-6-1974 [P-U No. 29/31]

- KEKF.N JIAYKSSOO BN I SHALL — FONDS 
UN1HE A

(Ccllc firmc rcmplacc la firmc No. 122)

157 - KHRCN )IAYP.SOD IIAMOCOIT IIAMIiNKU- 
OETLL ISXAEL

(Ccllc [irrac reraplacc Id (irme No 111)

I 0* 01

I-IRMUS LIDERCliS

ir-- if/-" ^.U-iKI WVi «U

Keren Hiyt-Mod ' ! .-

100 — SAGA

10 — I.S.I.I. (lnlcrnallon.il St-curlllcn Invcilincnl 
Fund)

112 - CAKIY WAYCII Sjl. 

115 - UN/0 WATCH SA 

1« - STOUN FRERES HOHEA WATCH CO. 

: u— \ ,..-.1 ^ 

121 — CKOKEL WATCH SJV.

•- TANZANMS

: nRMES BOYCOTTEES

10 — METRO rUKNITURES LTD. 

P.O.Box 450, Dar Et Sabm

ol —— .Jllj

1 >jr—>

(Ccllc fiinic rrrtipl.icc la tirmc No. 8)

TUHQDIE

IURMUS IJOYCOTTlil-S

2)2 — UURSA VITAMINLI YHM SANAYII A.S.

23) — UAN'DIItMA VLM SANAYII I.IO. SIKlCllll 
BANUIKMA (ivmpl.icc lc No. 207)

2)4 — UOLUV ITAMINLI YEM SANAYII A.S., IIOLU 
(rcinplacc Ic No. 209)

1/jU W- ^Jl 01 —— Jl,

oyi o<

f*> •——( .^ l^JU

tfji V «~) ^1 Xu

ViUminli Ycm Sainyii A.S. 

. Vl«i VjjJ 5Jtf ^j i...

Topk*pi Vilaminli Ycm Sannyii A.S.

riRMr^ LIBEREES 

S2 — C. AND E.A. I/AKER LTD. 

C. VE. A. HAKEU LIMITED

' TAHVAN

NAVIK12S DOYCOTTF.S 

I — TAI YUAN
». - •

Zim Line

U.S.A.

FIRMES BOYC01TEIIS 

1(17 — AIT.CO

yji ot — ,y\, oiryu
c_i 51 J~ ^Uij . 00., u^-» t,i- 

American Pholocopy Equipment Company

Corporal ion 

(Cetlc {irme ivn. place la finnc No 1433)
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III* - CHICAGO SI'litlAl.TY MANUL ACTUIUNG 

7500 Under, Skolue, Jllinoi*. U.S.A. 

Jl c<t——jlij

Lorryn Solomon :

(Ccllc firme rcmplncc la firmc No. 797) 

1119-COI.T INDUSTU1US IMERNATION'AL INC.

,/JI of — .Jit,

Coll JndiiUiiCi I IK.

(Ccllc (innc rcniplacc la liiiue Nu. 1494) 

1120 - CULTi:U HAMMER

4201 N.27ih Slicci Milvvuukcc, Wit '.32 16, 
U.S.A.

r.

(Cclir (irnic rcniplncc la firmc No. 1510) 

1(21 — IKHAIil. WiVI-XOPAlLN'T COR1*.

. JO K.i»l 42nd Si. New VoiLJJ.Y. 10017

JO

(Cellc (innc rcm|il;u<- la finite No. 1592)

IU2 - KltM MANUFACI'UKINT. COKPOMATION'. 
tLUIACT LAUOKAIOIUI.S

207S lucki-r Intluslri.il Road, Tucker, Croi 
300*4. U.S^.

(Cctle [nine rcmpJacc In (ini)c No. 1600)

I»2J - KliAl INTI-.UNATIONAL CORI'OUAllON

2075, Tucker, Industrial Road, Tucker, Geor 
gia 300S4. U.S.A.

(Ccllc fimie ixinplacc In firnic No. 1601)

1C24 — KliM GIH'FI.Y COHPOKA1ION 
San Juuin, 1'ncrio Kicu

(Cctle firme rcmplacc la finne Nu. 1602) 

I»2S - Krjil MANUFACTURING CO1I1'.

7S Soulh Lirulc'ii Road, South Sanfrancisco, 
Califoinia, U.S.A.

(Ccllc firmc a-niplncc la fume No. 1HW)

U26 - MIUISCII ritonuciioN Co.

1041 N. Formosa St. Los Angeles, Cnlif. 
U.S.A.

u- f»>— i (/Ji oi — .jii,
Cf.U-j 1*^7* t^-»* >'

(Ccllc (irmc romplacc b finnc No. 16-13) 

1S27 - YARDNEY EUCCTRIC COUI'ORATIOM 

4a52 Leonnid Si reel. N.Y. 10013, U.S.A. 

(rcmpl.ico No. 1806)

Silver — Zinc Silver — Cndiniuin

IS2S - YAIIDMEY CHEMICAL INC. (reniplsrc No. 
1805)
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ic29 — VAKIJ\I:Y INIJLHNAIIONAL com-, (.cm-
plate No. )SOK)

IjlJO _ YAKD.VLV I'NITUd'UlShS (remplace No. 
1S07J

Tadiran Israel Hlccliouics Indtibincs 
c-u c,l x_~j i otjikJl y.— li'"-^ (?-"• '

' 1 : )RMUS LIDF.RUIIS 

57 — IIAK'CO AMIiIUCAN'0 I^KAli

492 — 1'IIILADnU'IIlA NATIONAL BANll

10 — OVLKSIJVS ))DLICI-:i<

Itic/OvcrM:»i I-Aploicr L

lobe Ux-plorcr — Ex/Cunlbcjn Slur

Caribbun Slar (C.irribc.m Slir)

e ; ..l vi^y lv=?— ̂ r> ' '• 
Otciscas llnlki i

YOUGOSJ,AV11':

FIKM1IS BOYCOTTEES 

14 — SAWNIA TVOitNICA SAl'U.VA

2, Malijc GujK.i lllicn Gsijck 

jU l<*. p .v_j ,jj\ >vl——.^i, otf^'Jlj V,.

Hclfiia Rnbiiulcin Lid. li

1 — Sliiii Life Cicain

2 — l-yc Sli.tdow Slick 

J — Kyc Pencil

4 — Uyc Ctcain Special

5 — Eye Liner

6 — Fashion Malic
7 — Skin Dow Einul Sioii

I — SLindcw Cii-uin

9 — Skin Dew J-inollii-m Cleanser

10 — Skin Dew Cl< - ;inscr Conctntinlc1 and Eye 
Mitkc up Ucinovcr

11 — Skin Dew llnb.il Lotion

12 — Skin Dew Freshener OJid Toner

13 — Skin Dew llye Crc.'nn

14 — Skin Dew Hand Cicain

15 — Orbiul Glint

16 — Skin Life Emulsion

17 — S.F.C.M. up — Re 1'ill

16 — Unflish Coinplc.xion ToNvilci'

19 — Silk 1'nshion Complex

20 — )IUimin;<lion F.yc 

Helena KubinMrin Lid. :«_r^.y

I! — LUXOL

Zicnjaiiin 2JOO f.O.U. -SO

i,.j_,i iii

llcluie Curlis Iiileni.itinnal :«_/^Vi V^jJI
: M.c-1" ir^ ei-LJjtii fc>" 
llclenc Cliulir. l;iiiO]>u N.V.

BOJlv/A KOSU 

) — Cf.Kfi 1 1 

2 — Ulna CHNA — 2 

J — CrnoMiirdja — 10 

4— TaninOMiirdja — II

5 — Sincdja — 12

6 — Svcllosnicdja — 13

7 — Tamiioplava — 14

8 — Plava — 15

9 — Sxellopl.iva — 16

10 — Ultra riava — 17
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FIRMES DONT LES PRODUITS SONT PROHIBES

ADDITIF No. 3, DECISION DU CONSEIL DBS MINISTRES PRISE EN 
SA SEANCE DU 12-6-1974 [P-V No. 29/331

TAMKAMU

i — wAFUGAii VMKUKU co. COOPERATIVE 
SOCIETY

•*•{ ^" ' I>TT" •-?»•

•(I.S.A,

I — Bcauly Mist

I — Today1* Girl

J — May Queen

4 — Finn — To — Last

Hani:ii Coipornlion

VOUGOSLAVIli

1 — COOrUKATiVA liXI-ORT —

Obiliccv Vutiac S. PO.H. 183. Dcucrnd 41000

^ yilj^JI JjiJI Jl^^— V f>«< l«il >V Ci' -u< Jllij 

-OJ*-!^, J,JI IjU '^--1, >/«..'»tj ^-^CL. f /K

2 — lIEKtliOOVICA MOSTAlt 

Mosliir 679000

,> J-^J l*il C^J ,jt 0.; ^

DutnaphKl :

3 — NAVJP — IZVOiCNO PRUDI1ZECB

Bcournd — Zcmuii 11021 Simc Solajc 7

I^-l y Oj^'j J'i'yJ 1 •>J>'— ' V C_> i(l Au CUij

4 — V1TAMINKA TVORNICiV VOCNIH SOICOVA 
I KOH'XEKVl

Banjaltiki 7COOO PiUntk 2)

j UJJIy-Yl ^UiJIj *'./! Ji* *il CJ O 1 -^ ^Jj
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FIRMES ET NAVIRES BOYCOTTES- POUR TRAFIC AVEC
ISRAEL

ADDITIF No. 4, DECISIONS DU CONSEIL DBS EN SA SEANCE 
DU 11-9-1974 [P-V No. 43/19-P-V No. 43/22]

163 — UNIVIiUSUM VVXUf..- WYI.UU i. CI1'..

/>, th. ili.i"'tidt;iici)uls . vi
• David Ncssim Gaon • l

160 — C.O.S.l. LKS COI.L1NUS I>E SKIN S.A. 

(10, Kuc Uc la Bcnl — Iliunclic, Sion)

IjU w~ f.l_i ^l c-t —— Jlj oU/Jl, I,.,/ ;u.j
. o-ij-j l»:~» l;,:^ ,1

lf.1 — FINCAMCO S.A.

(78. Rue clu RJionf, GCDCVC)

162 — SIDCCO A.C.

7, Stnmpfcnbotlntr Zuricli

Dcco Swiss Israel Dchydialiun Col. Llil.

• Information! Crivvrs »

TUKQUIE

FIRMI-S BOYCOTTliliS

= ,//" v-L_j 
US — EMNIY1ZT SIV/IIAT ACAMTASI

Emniyiil Tiawl ;iiul Tonii-m Agency
(Asir Efciuli Cad. Alabcy llan. Ho. I Jslanb-.i!)

c.e-,11, oi —— j'.i, ^ .>>

r l_JUI, l-UI^KI

U.S.A.

FIKMI.S noYCorrtus
1U1 — Till; UUIUUON CO. INC.

425 Nonh Fimll.iy Slrccl Daylon, Oliio 45401

~ Dm ii on of C.iii.ida



124

— MISColc Vcrly ~i«uad Montreal — P.O.

— 43 Millwicl. (Jiivc Wcsloii (Toronto) 
Ontario, Camilla 
(Vuli Canudn No. 203)

_ 1
— S.A. Durco Europe N.V.
96 Avenue tic 1'Arcncaria 11 1 020 Brussels-
Belgium) (Vuii Iklgiquc No. 17V;

- T
— Dnrco G.M.U.I1. (Fiankfort • Gcrimmy) 

(Voir Allcmaenc No 236)
_ J

1132 — DUKCO INTERNATIONAL SALES CORP. 
(D.I.S.C.)

_ •
isu — PRESSURE pnoDiicrs INDUSTRIES INC.

llalboro, Pennsylvania

.l,!lll -J-fj. VilloW CrOVC i-U;^ jiljll '|

Pressure ProJuclt Industries 
(U.K.) Ltd. London • England 
(Voir Gr.-Brctaene No. 1239)

_ \
1U4 — CIIEMTKOMC SYSTEMS, INC. BltOOK- 

riliLI). OHIO
- V

1U5 — r.xv.iKcrat — DIVISION ov DUUIHON
9M2 lUrdiun Koad Angola — New York 14006

IU6 — MOUliltN INDUSmiAL PLASTICS 

. Ul«i >«Jt ujfc

.l-Ul ,U_ICJJJ

c_a .. 
-> if i

- A

ti<;i,

ID? — iiASimo iKDDsmir.s INC.
1017 — Ntwpon Avo.'ic • Pawluckcl • Rhode 
Island 02561

(Ccllc linnc rcniplace la (nine No. 1569)

IDS — nMPIItr. 1T.NCIL DIVISION (rcmpbc: lo 
No. 1527)

A — CHORCr.TO\VN INDUSIIilHS INC. 
(rcmplace Ic No. 1551)

B — BLUK RIULiON PEN & PUNCH. CO. 
INC. (rcniplnce Ic No. U62)

HASURO IND'JSTOIIIS (FALL 1MVER) INC.

CI-ASTi-.R ENTllRPUISES INC. (rcmplace Ic 
No. H84)

UJ9 — EAIPIItU GJtAPllI'ir. DIVISION (rcmplarc Ic 
No. 1526)

JMO — HASUKO TOYS DIVISION (rcmplucc Ic No. 
1570)

1M1 — C.I. JOE DIVISION (rcrnpl.icc Ic No. 1556)

1J42 — MALLAKD 1'1-N & PENCIL CO. INC. (tern 
place Ic No. 1627)

U4i 

ItM

1815

1846

1147 

IMS

INDUSTRIES (CANADA) LTD. (Voir 
CanaJa No. 169)

: ^ij {j»\ vj^j

— HASSENl'ELD DROTIIERS (CANADA) LTD.

— IIASnilO LTD. ENGLAND (Voir Gr.-Biclau™ 
No. 1079)

HASSENl'ELD UUOTHliRS TEXTILE CO. 
INC (rcmplace Ic No. 1571)

WOODLAND 1KSTR1UUT1NG CO. (rcn.placc 
Ic No. 1603)

A — KOMPEH KOOM liNTliRPKISES. INC. 
(rcmplace le No. 1712)

B — KOMPER ROOM CHILD DEVELOP 
MENT Cr-NYUItlNC. (fcmplace Ic No.
HID

1M9

1850

f i\
Hatscnfcld Drollicrs Pencil Co. 

Empire Pcrcil Co. : ^ >_i

ISSI — INTERNATIONAL UIXTIFIF.Il CORP.

(9220 Sunset Boulevard LOT Angeles, Califor 
nia S>006'.>)

1152 — DALI.ONS LADORATORIES
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1853 — KACIir.LLE LAUOHATOlUliS INC.

lllnic<lirs Lid.

(Knchcllc Laboratories Inc.)

£. (-~-*> i-iU;l OA!» (Dullons Laboratories)
- '• irWl»> 

Lbron ntcclronic Instruments Lid.
liV ««UjL.Vt ^ ••-•-' o1 J-^j

1854 — ISHAP.U IIANUICKAFTS IMPORTING CO. 
94, Cniial Street, Kcw YurK, N.Y.

> t* j~**

Joseph Abaila :

— 1SU/.UL mi I.VC.

(1426 Wnlmil Sliccl. l'hill:idc!plii.i. Pcnnsylvn- 
nia 19102)

,/" •>' —— '^'j W»jji ji

ji>-yi ^ tjyi^vi e i n wt—.^ i/jUJi
-Ji iUi jl^ji-l •-,! ,-jlx.UJI

1856 - NEUMANN'S ISRAKI-

75-71 Ulopia Piifkwaw riusliin!-. N.Y, 1B66

-i'l .U—— 1 £JJJ

1304 — Kl'AllTANS INUUS.TIULG INC.

(CJ. Korvclle Inc. : J—L; l«-l_ ^>^ cJf ^Jl

(I'M Avenue of the Amaic-w, Ni-w York N'.Y. 
U.S.A.)

oJj-j Ui-*- i')-" j
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Chairman MORGAN. Thank you. The committee stands adjourned 
until 9 o'clock tomorrow morning.

[Whereupon, at 12:15 p =m., the committee adjourned, to reconvene 
at 8 a.m., Thursday, June 10,1976.]



EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

THURSDAY, JUNE 10, 1976

HOOSK OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL, REI^ATION-S,

Washington, D.C.
The committee met at 9:20 a.m. in room 2172, Rayburn House Office 

Building, Hon. Thomas E. Morgan (chairman of the committee) 
presiding.

Chairman MORGAN. The committee will please come to order.
The Committee on International Relations today begins its third 

day of hearings on the Export, Administration Act. During the 2 pre 
vious days we received testimony from the Departments of State, 
Defense, and the Treasury.

Today we are going to hear from Members of Congress and some 
private groups. Because of the large number of witnesses we have 
today, we scheduled this session at 9 a.m. and \ve hope to continue 
until 12 noon or later, if we can.

We would appreciate it if most of the witnesses could summarize 
their statements or keep them as short as possible.

Our first witness today is a distinguished member of this com 
mittee, the very active and dedicated Member of Congref-s from the 
State of New York, the Honorable lien jamin Rosentlml.

Mr. Rosenthal, you may proceed.

STATEMENT OF HON. BENJAMIN S. ROSENTHAL, A REPRESENTA 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK

Mr. ROKENTHAL. Thank you, Mr. Chairman.

BOYCOTT PRESSURE ON f-S. RANKS

Mr. Chairman, I appreciate the opportunity to appear before you 
<o testify on Arab and other foreign boycotts of American business. 
The Government Operations Subcommittee on Commerce, Consumer 
and Monetary Affairs, which I chair, has just held 2 days of hearings 
on this subject.

The focus of that inquiry was the pressures exerted on the Ameri 
can financial community and through it. American industry, to com 
ply with Arab boycott demands. Among the witnesses were Chair 
man Roderick Hills of the SEC: the General Counsel of the Federal 
Reserve Board; the head of the Commerce Department's Office of Ex 
port Administration, and officials of Chemical Bank and Morgan 
Guaranty.

(127)
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The thrust of the testimony was twofold. First, virtually all of this 
country's banks have been forced to extract theii customers' com 
pliance with the boycott as the price of their receiving payments 
under Arab letters of credit. Second, Federal agencies consider them 
selves virtually powerless to protect U.S. banks and industry from 
these pressures.

Those hearings put the lie to one of the prime contentions of boy 
cott apologists that the boycott is directed solely against Israel. As 
the top bank and Federal officials made clear, the Arab boycott is 
largely a boycott of American business.

In its secondary aspect, the boycott seeks to prevent American in 
dustry from doing busine s with one of this Nation's principal trad 
ing partners—Israel—and precludes blacklisted American firms from 
doing business in the growing markets of the 20 States of the Arab 
League.

In the boycott's so-called tertiary aspect, American companies are 
pressured into discriminating against other American companies; 
that is those on the boycott list.

OPERATIONS OF THE BOYCOTT

Mr. Chairman, it is important to understand how the boycott of 
American business operates. Virtually from the founding of Israel in 
1J)48, Arab States ceased to do business with that state. While an 
unfortunate consequence of the hostilities in the Middle East, never 
theless this severance of economic relations has precedents in interna 
tional relations and resembles U.S. policy with respect to countries 
such »s Cuba. Vietnam, and North Korea.

But, the Arab States carried this practice further and elected to in 
clude innocent third par'ies. including American businesses, not other 
wise involved in the Middle East dispute.

This escalation led to the development of a list of mostly Ameri 
can companies and individuals allegedly connected in some way with 
Israel or with Jews with which no Arab State or company could do 
business. This is the Arab blacklist, which in the 1970 Saudi Arabian 
version made public by the Senate Subcommittee on Multinational 
Corporations, contains the names of 1,500 more or less U.S. companies 
and financial institutions.

The theory of the boycott is simple. No company on the blacklist 
should expect to do business with any Arab States or business. Con 
versely, any company doing business with an Arab State or business 
cannot do business with Israel.

In practice, as a condition of doing business with Arab interests, 
exporters are asked to certify that they do not sell to Israel, shipping 
lines must confirm that vessels stopping at Arab ports have not 
stopped in Israel, manufacturers must stipulate that they have no 
Israeli operations and their products contain no Israel-made com 
ponents, banks honor certain letters of credit only for customers who 
certify they have no dealings with Israel.

This economic pressure by Arabs directly against U.S. firms has 
been called the secondary boycott. But, the reach of the boycott can 
be far wider to encompass not only doing business with Israel, but 
also doing business with any company which does business with Israel.



U.S. firms are thus put in the position of discriminating against 
other U.S. firms pursuant to the dictates of foreign governments. In 
any form, it is equally repugnant in restricting the freedom of Ameri 
can concerns to do business with whom they wi

IMPACT OV THE BOTCOTT

The Arab boycott has an enormous impact upon American business. 
The House Commerce Investigations Subcommittee reported last 
month that American firms are complying with over 90 percent of the 
boycott requests as the cost of doing business with Arab States.

The subcommittee, headed by Congressman Moss, also found that 
during 1974 and 1975, 637 U.S. exporters sold at least $352.9 million 
and as much as $781.5 million in goods and services under boycott 
conditions.

The actual figure is unknown since many firms reporting to the 
Commerce Department on boycott pressures refused to admit whether 
they had given in or not. The Commerce Department has required in 
formation as to compliance only since late 1975.

In the hearings before my subcommittee, banks gave graphic evi 
dence of the pervasiveness of boycott requests. The resident counsel 
of Morgan Guaranty testified that in the 4 months from December 
1975 to April 1976 his bank had received 824 letters of credit in a total 
amount of $41,237,815 containing boycott clauses.

These letters of credit were issued not only by Arab banks but also 
by banks in other Asian and African countries which have joined 
the boycott against American businesses. In each of these instances, 
Morgan Guaranty exacted compliance with the boycott as a condition 
of payment to the American exporter under the letter of credit.

Appearing on the boycott list can have a significant impact upon a 
U.S. company's business. RCA offers a typical example. Prior to 
being included on the blacklist, RCA did about $10 million worth of 
business annually with the Arab world.

The company had every reason to believe, it has said, that its sales 
would have increased substantially over this figure. Today, as a con 
sequence of being boycotted, RCA operations in Arab countries have 
shrunk to under $1 million, which they state is a direct loss of over 
$9 million.

EJTFECT ON ISRAEL

The boycott not only is hurting American businesses which must 
choose between doing business with Arabs or Israelis, it is also having 
a dire and direct impact upon Israel. This impact has been greatest in 
certain high technology areas where the compliance of a few American 
firms with the boycott precludes access to vital new developments.

In the area of energy exploration, for example, Israel has been un 
able to draw upon the services of the American petroleum giants for 
assistance in finding new sources of oil. This has forced Israel into a 
partnership with a non-American company and has prompted strict 
secrecy as to the identity of this company for fear of reprisal.

Communications technology is another area where Israel has had to 
look elsewhere at greater expense for the assistance which American 
companies could better provide. This impact on both IT.S. companies
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and Israel threatens to increase substantially unless strong action is 
taken to curb the domestic boycott.

A Saudi Arabian minister was recently here in the United States 
exploring American investment in a Saudi development plan. In a 
recent interview, he made it clear that investors would have to make 
boycott declarations and certifications, thereby excluding the 1^00 
American companies on the blacklist and undoubtedly widening tne 
number of companies which will feel constrained to avoid business 
with Israel.

The Commerce Department estimates that Arab-American trade, 
which amounted to $5.5 billion in 1975, is likely to double by 1980. 
Action is urgently required before large segments of American indus 
try are divided into two groups, each one excluded from the other's 
Mij?* aj?t market.

UNCERTAINTY IN APPLICATION OF THE BOYCOTT

It is important, Mr. Chairman, to point out that the Arab boycott is 
not an ironclad and impermeable structure. Indeed, the many leaks in 
the boycott create an evil of their own in that they have created a new 
cottage industry based on evading the boycott or getting off the boycott 
list.

There is no single boycott list. Although there is a coordination body 
based in Damascus which has power to recommend addition or deletion 
from the blacklist, each of 20 Arab countries and the Arab League it 
self has its own blacklist with its own wrinkles. The situation is further 
complicated by the length and complexity of the boycott regulations 
which contain 100 pages of detailed rules.

Finally, confusion is guaranteed by the secrecy surrounding the list 
and the regulations. The boycott office has refused to make available 
copies of either. The only published versions, dated 1970 and 1972 
respectively, were first made public in February 1976 by the Senate 
Subcommittee on Multinational Corporations.

The nature of the boycott as a capricious and extortionist device 
is clear from the reactions of some American companies to the dis 
covery that they were on the 1970 Saudi Arabia list. A spokesman for 
the Hertz system, which has licensed auto rental outlets in both Israel 
and Egypt, declared: "We are puzzled to find ourselves listed. From 
time to time we get applications from parties in Arab lands for 
licenses."

The chairman of the Lord and Taylor department store chain said 
that he first learned of the blacklist in 1971 when a shipment of goods 
was impounded in Saudi Arabia. "So we know we are on the list," he 
said. "But, we don't know why, never having been told."

A Burlington Industries spokesman noted, "I did not know we were 
on any blacklist, and I don't know why we should be. We are shocked 
to hear it. We do business with both Israel and the Arab world—far 
more business in the Arab world, in fact."

The Republic Steel Corp. observed that it had been put on the list 
"although we have neither any investments or interest in the Mideast."

American Electric Power Co. spokesmen were similarly bewildered 
as to their company's appearance on the list.
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Those companies which could ascribe reasons to their being black 
listed disclosed a catalog of capricious and arbitrary actions by Arab 
boycott administrators. Xerox Corp. attributed blacklisting to a docu 
mentary on Israel sponsored in 1966. Coca-Cola was on because it 
granted a franchise to an Israeli bottling company in the mid-1960's.

Sears, Roebuck & Co. said its inclusion was due to the mistaken im 
pression that a British company, Sears Holding, Ltd., was in some way 
an affiliate. It is not. General Tire and Rubber appeared because a sub 
sidiary, since sold, once had a service arrangement with an Israeli 
company.

Fortune magazine has noted that dozens of firms listed cannot be 
found and some no longer exist. A spokesman for Laurance Rocke 
feller speculated that Laurance Rockefeller Associates—which never 
existed—is mentioned because Rockefeller and a few colleagues once 
had a minor interest in Elron Electronics Industries, an Israeli com 
pany, which they sold in 1967.

REMOVAL FROM THE BOYCOTT LIST

The experience of American companies in trying to get their names 
off or keeping their names off the blacklist throws a different cast upon 
the nature ofthe boycott. Instead of being a weapon in the war against 
Israel, the boycott appears more as a means of extorting bribes and 
additional business from U.S. concerns.

Earlier this year the SEC accused General Tire and Rubber Co. 
of failing to disclose that it had paid $150,000 to a Saudi Arabian to 
get its name off the boycott list. The alleged recipient was none other 
than Adnan Khashoggi, the same individual who has been implicated 
in many, many other Mideast commissions. General Tire subsequently 
agreed to a court injunction barring future violations.

Bulova had a similar experience. Despite having no dealings in the 
Middle East apart from its watches being on sale at duty free shops, 
Bulova was placed on the blacklist. Later a Syrian lawyer approached 
the company and offered a retainer to get its named removed.

Unfortunately, the lawyer was executed in a Damascus public hang 
ing before he could fulfill his promise. Undoubtedly other American 
companies have been forced to resort to similar payoffs to g*»t them 
selves off the blacklist.

But, the usual method of negotiation to expunge a name or keep it 
off is somewhat subtler. What appears to be required is a willingness 
to make an appropriate contribution to the economies of the Arab 
world. Sometimes the contribution reportedly can be a strict quid pro 
quo. Secretary Simon testified to this extortionist arrangement yester 
day before this committee.

Hence, Xerox is "negotiating" to have its name stricken. The docu 
mentary film about Israel which prompted the blacklisting cost the 
company $230,000 to produce. Xerox has been told that an investrr-nt 
of a like amount in an Arab State would suffice for delisting.

Ford Motor Co. is talking with the Egyptians about a similar ar 
rangement—assembling in Egypt automobiles to offset the .5,000 Ford 
cars annually produced by an Israeli concern. The New York Times 
reported that Sony was approached with a like arrangement—an elec-
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Ironies enterprise in an Arab country to "compensate" for one in 
Israel.

Sometimes exceptions are made without explicit agreement due to 
the bargaining position of the American concern. Hence, defense con 
tractors such as McL>onnell Douglas, United Aircraft, General Elec 
tric, Hugj.es Aircraft, and Texaco do business in both Israel and the 
Arab States without any apparent boycott interference. This is also 
true of Hilton and IBM.

But how many smaller American exporters or manufacturers can 
afford to enter into similar agreements with the Arabs ? Why should 
they be forced to submit to such extortion which is a violation of ex 
press U.S. policy ?

According to recent indications, this bribery may become even more 
widespread. An article by the Arab press service cites pressures on the 
central boycott office being exerted by individual Arab States to allow 
multinational companies to buy their way off the blacklist by making 
investments twice the size of their investment in Israel.

This would institutionalize the current informal extortion and 
bribery which characterizes the listing and delisting process.

TERTIART BOYCOTT

Thus, far, Mr. Chairman, I have dealt with the direct impact of the 
boycott on American firms, the so-called secondary boycott. I would 
like now to turn the attention of the committee to an aspect of the 
boycott which has occasionally been called the tertiary boycott—the 
discrimination of certain American firms against other American and 
European firms under pressure from Arab States.

This form of compliance with the boycott is illustrated by the fol 
lowing examples:

According to the testimony of SEC Chairman Hills before my 
subcommittee, a "$30 to $40 million American company" interested in 
receiving Arab ""-estments felt compelled to end its sizable account 
with an American investment banking firm because of the latter firm's 
close relations with Israel.

A U.S. bus manufacturer had its contract to sell buses to an Arab 
State terminated when it was learned that the seats were to be made 
by an American company on the blacklist.

Two American investment banking firms were disciplined by the 
National Association of Security Dealers—NASD—for violating that 
organization's rules of fair practice in substituting nonblacklisted affil 
iates for blacklisted firms in underwritings with Arab participation.

ANTITRUST VIOLATION

Bechtel Corp. was sued by the Justice Department for violating the 
Sherman Antitrust Act in refusing to deal with blacklisted American 
subcontractors and requiring American subcontractors to refuse to deal 
with blacklisted persons or entities.

As the last example makes clear, there are many who feel that this 
so-failed tertiary boycott—that is, American firms discriminating 
ngaurt American firms—violates the antitrust laws which outlaw con 
spiracies in restraint of trade.
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President Ford apparently shares that opinion. In a thoughtful and 
innovative statement made on November 20,1975, he clarified his ad 
ministration's position on the boycott and modified agency practice to 
outlaw compliance with the religious and racial, but not economic, 
aspects of the boycott.

As part of his address, he remarked:
The Department of Justice advises me that the refusal of an American firm 

to deal with another American firm In order to comply with a restrictive trade 
practice by a foreign country raises serious questions under the U.S. antitrust 
laws.

Other commentators suggest that the antirust laws extend even to 
the secondary boycott where an American firm refuses to deal with 
Israel in compliance with boycott pressures.

I welcome and commend the actions of the President and the Justice 
Department in this regard. I share their conclusions about the applica 
bility of the antitrust laws at least to the tertiary boycott.

But, we all know that actions through the courts to enforce the 
antitrust laws can be extremely lengthy, time-consuming and 
unpredictable.

Bechtel has raised numerous defenses to the lawsuit including the 
undisputed fact that the U.S. Government at times has encouraged 
trade with Arab League countries, knowing that boycott compliance 
was a commercial requirement and that an alleged exemption from the 
antitrust laws for foreign acts of state may be applicable.

According to the San Francisco Examiner, Bechtel itself is appar 
ently continuing to bow to blacklist pressures and has circulated let 
ters to its subcontractors stating that Israeli goods or materials shipped 
on blacklisted vessels could not be used in a $20 billion seaport con 
struction project in Saudi Arabia.

Enforcement of the antitrust laws, while laudable, is therefore not 
the most expeditious or effective means of ending this boycott of 
American businesses.

ANTI-JEWISH IMPACT OF THE BOYCOTT

I have so far addressed myself to the economic aspects of the boycott. 
There is another side. Few people seriously maintain that the boycott 
is not also anti-Jewish. Senate investigators and others have uncov 
ered numerous instances where American individuals or companies 
were apparently denied business with Arab States solely because they 
or their officers, employees, or shareholders were Jewish.

Two colonels in the Army Corps of Engineers admitted to a Senate 
subcommittee that the corps had given in to Arab pressure to exclude 
Jewish personnel from projects in Saudi Arabia. They ad'viitted that 
private U.S. companies were subject to the same anti-Jewish 
requirement.

I will not, however, dwell on this important aspect of the boycott 
because I feel it has been well-documented and is the subject of the 
executive memorandum dated November 20,1976.

I wish only to say that the illegality of such discrimination based 
on religion, national origin, sex or race should be clarified and ex 
panded to all American companies through appropriate language in 
the Export Administration Act.
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SUPPORT FOB LEGISLATIVE ACTION

Mr. Chairman, many American businesses have joined in the de 
nunciation of the Arab boycott which has put them in the unconsciona 
ble position of having to refuse to do business with an ally and major 
trading partner of the United States—Israel—in return for business 
from the Arab world.

They urge the passage of legislation which, once and for all, would 
enable, indeed require, them to turn down such requests; Among the 
American firms reported taking this position are General Mills, Bausch 
and Lomb, Pillsbury, First National Bank of Chicago, Northwestern 
National Bank of Minneapolis, Provident National Bank of Phila 
delphia, and the Marine National Exchange Bank of Milwaukee.

I think it is fair to say that these sentiments are shared by large 
segments of the American business community. Important Federal 
officials have also urged strong congressional action to end the dis 
criminatory impact on American business of boycott compliance. 
Principal among these has been Chairman Arthur Burns of the Fed 
eral Reserve Board, who in a letter to my subcommittee, dated June 3 
stated:

The time baa come for Congress tj determine whether it is meaningful or 
sufficient ineiely to "encourage aud request" U.S. bank* not to give effect to the 
boycott. It IB unjust, I believe, to expect some banks to Buffer competitive penal 
ties for responding affirmatively to the spirit of U.S. policy, while others profit 
by Ignoring this policy. This inequity can be cured if Congress will act decisively 
on the subject

BOYCOTT PROVISIONS OF THE EXPORT ADMINISTRATION ACT

Before I discuss the steps which I feel must minimally be taken to 
end this boycott of American business, let me summarize the present 
provisions of the Export Administration Act which pertain to the 
boycott and some other statutory weapons against the boycott which 
have unfortunately not proven wholly effective.

There are three sections of the current Export Administration Act 
relating to the boycott. The first, section 3(5), declares in effect that 
it is U.S. policy to oppose boycotts imposed by foreign countries 
against countries friendly to the United States.

A second provision requires companies to report to the Commerce 
Department all requests for boycott compliance. In December 1975, 
subsequent to the President's declaration, the Department announced 
it had fined four companies and warned 212 others for failure to re 
port boycott requests properly.

Tightened department regulations now extend these reporting re 
quirements to banks, insurers, freight forwarders, shipping companies 
and other businesses that serve exporters, and include the obligation 
to report whether or not they plan to go along with boycott requests.

Moreover, Department regulations outlaw compliance with boycott 
requests which involve discrimination against Americans based upon 
their race, color, religion, sex, or national origin. These prohibitions 
are widelv known.

There is, however, a third provision of the Export Administration 
Act which, if enforced, would obviate having to strengthen the act to 
protect American concerns from the boycott.
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This is section 4(bHl) of the act which gives the President the 
power to "effectuate the policies set forth in section 3," including the 
antiboycott policies through limiting export privileges and imposing 
other unspecified sanctions against related service companies which 
act contrary to these stated policies.

In a letter to the Government Operations Subcommittee, then Com 
merce Secretary Rogers Morton admitted that this language wai the 
only authority he needed to outlaw all compliance witn the boycott. 
Unfortunately, neither he nor his successor has seen fit to use this 
power, despite the clear congressional intent that it be used.

OTHER LAWS WHICH APPLY TO THE BOYCOTT

Other laws or regulations which apply to the Arab boycott include 
the following:

The Sherman Act outlaws contracts, combinations or conspiracies 
in restraint of trade. According to the Justice Department—in the 
Bechtel suit—an agreement not to do business with American com 
panies that deal with Israel would almost certainly be a violation. 
An American company's promise not to trade with Israel may also 
be a violation.

The Securities Exchange Act of 1934 requires the disclosure of in 
formation which could have a material impact on a public company. 
SEC Chairman Hills, in testimony before my subcommittee, suggested 
that compliance with the boycott might have to be disclosed where the 
company^ business or the market line value of its shares would be 
affecte<j by such disclosure as where customers of a bank might be con 
cerned that such bank was aiding the Arab cause.

In their duty to oversee the privileges and benefits of the banking 
community and to prevent unsafe or unsound practices, the Federal 
bank regulatory agencies have outlawed religious discrimination in 
accepting deposits, investing, or lending. Chairman Burns of the Fed 
eral Reserve Board even suggested that processing letters of credit 
with boycott stipulations violated banks' Federal responsibilities.

Pursuant to the far-reaching Presidential statement of November 
20, a number of departments and agencies have issued orders or regula 
tions barring any (boycott-related discrimination based upon religion, 
race, or national origin.

Legislation embodying the principles of the Presidential directive 
has been passed in New York and Maryland. These States, as well as 
Massachusetts, Illinois, and Pennsylvania, where similar legislation is 
under active consideration, are bearing the burden of the belated, 
piecemeal and insufficient Federal action against the boycott.

LEGAL STATUS OK THE BOYCOTT

Let me summarize the current legal status of the boycott. The Ex 
port Administration Act declares the furtherance or support of the 
Arab blacklist to be against U.S. policy. Companies must report all 
boycott requests.

They are prohibited from complying with any boycott request which 
furthers or supports discrimination against U.S. citizens or firms on 
the basis of race, color, religion, sex or national origin.
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They also may be forbidden from discriminating against other U.S. 
firms, although the Justice Department acknowledges that a foreign 
boycott has never been held to violate the Sherman Act.

Thus, U.S. law already appears to outlaw the anti-Jewish features 
of the boycott as well as the so-called tertiary economic aspects of the 
boycott. But, these prohibitions are embodied in the first instance in 
regulations based solely on U.S. policy and in the second instance on 
an antitrust statute only first being applied in a test case.

These prohibitions should be given the force of explicit statutory 
language. Moreover, no U.S. law is addressed to the most pervasive, 
sinister, and direct symptom of the boycott—the blacklisting of 1,500 
American firms and individuals.

I submit in absolute fairness that it must be made clear that no 
foreign nation can involve innocent American businesses in its war 
fare against a nation friendly to the United States.

I respectfully commend to my colleagues on this committee their 
attention to an amendment to the export Administration Act which I 
will submit to accomplish the above. A summary of its principal pro 
visions follows:

(1) The furnishing of any Information or taking of any action which has the 
effect of supporting or furthering the boycott would be prohibited.

(2) Domestic firms would be prohibited from refusing to do business with 
other domestic firms pursuant to a foreign boycott demand.

(3) All domestic concerns would be barred from furnishing any information 
regarding the race, religion, sex or national origin of those associated with any 
business.

(4) All domestic concerns receiving a boycott request would be required to 
submit reports concerning such requests. These reports would be available for 
public review.

(5) Also available to the public would be the record of enforcement proceed 
ings under the Export Administration Act

(6) Suspension and revocation of export privileges would clearly be made 
proper penalties for boycott compliance, and suspension would be available as a 
summary remedy without the delays consequent to notice and hearing.

(7) The maximum civil penalty for violation of the antiboycott provisions 
of the act would be increased to $25,000.

(8) Any aggrieved domestic concern would have access to the Federal courts 
to initiate a civil action to obtain trip.e damages and costs along with other 
appropriate relief.

EFFECT OF OUTLAWING BOYCOTT COMPLIANCE

Concern has been expressed, Mr. Chairman, in some quarters that 
outlawing compliance with the boycott may adversely affect U.S. trade 
and diplomatic relations with the Arab world. I would be naive if I 
did not admit some risk in the course of action I am urging on this 
committee.

There could be some short-term diversion of trade to other European 
countries or .Japan as the Arabs express anger that their scheme no 
longer enjoys tacit, if not explicit, American support. But there are 
several grounds for optimism that, the disruption of trade would be 
neither severe nor long-term.

First: The longstanding and generally amicable commercial rela 
tions between this country and the Arabs have survived earlier politi 
cal vicissitudes. Iraq currently offers a fine example where radical
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rhetoric and divergent political philosophies have not interferred with 
a thriving American business relationship.

The Arabs have become used to the high-quality goods and services 
which only this Nation can provide in such abundance. Any major 
shift in commercial dealings would, I believe, work an unacceptable 
hardship upon the Arab business community and its customers.

Second: Numerous Arab businessmen have expressed private mis 
givings about the operation of the boycott. They feel it unnecessarily 
restricts their dealings with blacklisted companies. It also alienates 
executives of other companies who resent being questioned about their 
company's business relations or who find it morally repugnant.

No fewer than 22 large American firms have recently pledged not to 
comply with Arab boycott demands. These include American Brands, 
Beatrice Foods, El Paso Natural Gas, General Motors, Greyhound, 
Kennecott Copper, G. D. Searle, Texaco, Textron, and U. S. Gypsum.

Typical of this pledge was that of the chairman of General Motors, 
T. A. Murphy, who said:

General Motors has received occasional requefltn from Arab countries that It 
agree not to participate in future dealings with Israel or with Israeli com 
panies. * * * General Motors has made no wuch agreements and would not make 
any such agreements.

Third: Arab companies have demonstrated in past dealings that 
an objection to a boycott request would not necessarily lead to a ter 
mination of relations. When the Commerce Department in Novem 
ber 1975 outlawed compliance with requests involving discrimination 
on ethnic or religions grounds, banks were forced to reject letters of 
credit containing objectionable language.

Morgan Guaranty testified before my subcommittee two days ago 
that in 23 of the 24 instances where the bank refused to process such 
letters of credit the offensive boycott language was voluntarily 
stricken by the Arab or other foreign banks involved and the trans 
action went through.

There is considerable reason to believe that Arab countries would 
waive boycott conditions rather than deprive themselves of vital 
American goods and services.

Mr. Chairman, I am well aware this testimony has been long and 
even tedious and I appreciate your acknowledgment and well-known 
patience.

I do, however, want to emphasize the importance of this matter 
not only for America's moral posture but also for the furtherance 
of orderly American business relations.

I hope that the amendment I have outlined will receive prompt 
and favorable consideration so as to end decisively this boycott of 
American industry. But, whatever vehicle this committee adopts for 
copinc with this urgent problem, I hope we can agree on one goal: 
Our Nation must no longer acquiesce in the shameful and extortionist 
pressures of the Arab blacklist which offends American principles of 
fnw trade and fair play and which has a destructive, divisive and 
anticompetitive effect upon American business.

Chairman MORGAN. Thank you, Mr. Rosenthal. I know you put a 
great deal of work into this statement, and I am sure the committee 
will be glad to consider your amendment during the markup. 

Mr. Whalen.

74-772 O -76-10
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ROSEXTIIAL AMENDMENTS

Mr. WHALKX. Thank yon, Mr. Chairman.
I certainly want to congratulate my colleague for a very thorough 

and yet incisive presentation. I have one question; that is, how does 
your proposed amendment differ from the one that has t»een offered 
by Mr. Koch and a similar one by Mr. Bingham 1

Mr. ROSKXTHAL. Two important amendments are pending he fore 
the committee, one the Scheuer-Koch. which is the same as the one 
adopted in the Senate, and the other the Ringham amendment-—I 
defer to Mr. Bingham to speak to this—which deals directly with 
the secondary boycott.

I took both themes and merged and polished them. I think this 
will allow the committee to accept the Stevenson procedural reforms 
while also prohibiting compliance with the secondary boycott.

Mr. WHALEX. Thank you.
Chairman MORGAN-. Mr. Bingham.
Mr. BIXOIIAM. Thank you. I don't have any questions, hut I think 

our colleague is to he congratulated for his p eat contribution to the 
facts available on this important matter and >r a very, very thought 
ful nresentation.

Chairman MOROAX. Mr. Winn.
Mr. Wi\x. Thank you. Mr. Chairman.
T have no questions. T see several other of our colleagues out there 

that wish to testify. T want to commend Mr. Rosenthal for a very 
thorough presentation this morning, and T am sure that his amend 
ment will receive every consideration.

Thank you. Mr. Chairman.
Chairman MOROAX. Mr. Yatron.
Mr. YARTOX. Thank you. Mr. Chairman.
I congratulate our colleague on a very thorough, comprehensive 

report.
Chairman MOROAX. Mr. Lagomarsino.
Mr. LAOOMARRIXO. Thank you. Mr. Chairman.
T have no questions, but T would also like to commend the gentle 

man for his thoughtful pn.^ntation.
Chairman MOROAX. Mr. Soiarz.
Mr. SOLARS. Thank you. I do have one or two questions.
Let me first ioin with our other colleagues on the committee in 

expressing my sincere and profound admiration for the gentleman's 
testimony. It is without question one of the most impressive state 
ments T have seen in the brief time T have been here.

T know it is a matter about which the gentleman cares very deeply 
and he brought to it his customary thought fulness and comprehen 
siveness. T am most impressed with it.

I*EVAI/TIES FOR BOYCOTT COMPLIANCE
I gather that under the terms of the proposal you suggest the com 

mittee enact, in the event that an American company complies with 
the boycott request, it would trigger two actions; first, presumably 
there would be a $25,000 fine. Are you saying, second, that the
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administration would then be entitled to revoke any export licenses 
available to the company any where ?

Mr. ROSENTHAL. The revocation of an export license is a severe 
penalty and may have more impact than a $25,000 fine. Both of 
these sanctions would be available.

Mr. SOKARZ. Thank you, Mr. Chairman.
Chairman MOROAX. Thank you, Mr. Rosenthal.
Our next witness is Mr. John Heinz.
Mr. Heinz, I want to toll you Mr. Bingham has graciously yielded 

you his place because of your early arrival here this morning and 
because I know you have some pressing business to attend.

I want to say that John Heinz represents the district next to mine 
in Pennsylvania. He has been a very active and dedicated member of 
the Pennsylvania delegation since he arrived here several terms ago to 
succeed a very close friend of mine and his, Congressman Corbett.

We welcome you here to the committee.

STATEMENT OF HON. JOHN HEINZ in, A EEPEESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. HEINZ. Thank you, Mr. Chairman, very much.
Let me at the outset thank Congressman Bingham from New York 

for relinquishing his precedence. And second let me thank you for this 
opportunity to appear and take a moment to observe, Mr. Chairman, 
that the first time we had the opportunity to meet, it was on the banks 
of the Chartiers Creek, which both of us were about to fall into, back 
in 1964. That marked the beginning of some 12 years of a relationship 
which, in a sense, comes to an end with your retirement at the end of 
this year. The retirement of "Doc' 1 Morgan in my judgment will cause 
the Congress to lose an effective statesman, a diligent, effective, and 
most important chairman in the House.

It has been my privilege to work with you, a wonderful colleague 
and friend.

EXTEXT OF THE BOYCOTT

Mr. Chairman, I am grateful for the opportunity to testify before 
the International Relations Committee concerning the Arab trade 
boycott of Israel and its effect on American businesses and corporate 
morality.

Congressional interest in strengthening the Export Administration 
Act has revived since it has become apparent that compliance with 
Arab boycott demands is growing. Allegations have been heard that 
U.S. companies are engaging in discriminatory practices not only 
against Israel, but against American firms as well.

My own interest in this question was heightened late last year dur 
ing hearings held by a Subcommittee of the Interstate and Foreign 
Commerce Committee, of which I am a member.

At that time, a confrontation took place between the Subcommittee 
on Oversight and Investigations, John Moss' subcommittee, and then 
Commerce Secretary Rogers Morton over the release of information 
on companies that were complying with the embargo.

Along with Congressman Tim Wirth of Colorado, who shared my 
concerns, we played a role in helping to bring a possible constitutional
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crisis to a positive solution. The showdown between Secretary Morton 
and the subcommittee illustrated two points:

First, if the current law had contained proper reporting and over 
sight provisions, much of the controversy could have been avoided, 
and second, discriminatory and repugnant acts by foreign countries 
were creating divisivenoss within our Government.*

Let me say at the outset that I am disturbed that these hearings are 
even needed. Through compliance with the Arab boycott demands, 
some American corporations have violated the civil rights of Ameri 
can citizens. These corporations have bowed to the economic dictates 
of the same countries which only a few months ago piously decreed 
Zionism to be a form of racism.

Yet, it is clear by the Department of Commerce's own figures that 
deep concern is not unfounded. It is shocking to me—and to the Amer 
ican public—to read that American firms are answering 91 percent of 
Arab nations' boycott related requests for information, requests that 
infringe on the civil rights of over 2,000 blacklisted corporations in 
addition to those of countless American citizens.

Prior to the Arab oil embargo, it was clear that U.S. businesses were 
paying scant attention to the Arab call for world discrimination 
against the State of Israel. The artificially induced oil shortage 
changed that, allowing the Arabs and their allies to flex their economic 
muscle for the first time and tragically to bring some American firms 
to their economic knees.

Arab boycott restrictions have already begun to have an impact on 
our domestic affairs. In my own State of Pennsylvania, Aramco 
refused competitive bids from private companies associated with the 
Delaware River Port Authority after antiboycott legislation was in 
troduced in (he State legislature.

With this refusal the port lost at least 200.000 work hours per year 
on a contract expected to last 5 to 10 years. While being only one 
subtle example of discrimination. States such as Maryland and Xew 
York with similar antiboycott laws have found that companies doing 
business with Arab nations simply avoid their ports.

At a time when the employment picture is beginning to look a little 
brighter, loss of business will have a devastating effect on "the economy 
of Philadelphia an well as the entire State.

KEEP FOR STROXOER FEDERAL LAWS

The fact, that this situation is occuring—that American and multi 
national companies are discriminating against the people of one 
State—demonstrates the need for stronger Federal laws to outlaw 
bovcott related discrimination that only benefits the Arab nations.

It is clear. Mr. Chairman, that we cannot allow this type of discrimi 
nation to continue. We cannot allow another country to pit State 
against State. American afrainst American. Christian against Jew.

As wo celebrate the anniversary of our first freedoms, it is unthink 
able that we would allow the rights of even one American citizen to bo 
rolled back to the witch hunt blacklist era of the early lOHO's or the 
days when some American citizens wore only three-fifths of a man. 
Our rights and independence were bought at too dear a price to permit 
any country or individual to violate them.
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While I do not approve of over-regulation of commerce between our 
businesses and foreign nations, there is little doubt of the need for 
stronger laws to protect American firms from pressure or temptation 
to discriminate.

As the law is presently written, the Export Administration Act 
vaguely declares U.S. policy against restrictive trade practices and 
boycotts upon countries friendly to the United States.

But these laws, while strong in declaratory statements, only weakly 
"encourage" or "request" U.S. firms not to comply with boycott re 
quests. They merely discourage participation, but they do not prohibit 
it.

I find this subtle discrimination in our policies unconscionable. The 
Export Administration Act must be strengthened to outlaw partici 
pation in the boycotts and restrictive trade practices of foreign na 
tions, whether they be secondary or tertiary ooycotts, by forbidding 
companies to release discriminatory information.

In addition, I appeal to the committee to report legislation which 
would not only make it illegal to participate in a foreign boycott, 
but would also institute, as in the Koch-Scheuer bill, strong dis 
closure provisions and stiff penalties for those corporations found 
participating.

Since the temptation to go along with the boycott is in most cases 
economic rather than moral, there would be justice in legislating 
major disincentives for compliance. As in the Koch-Scheuer bill, 
which I cosponsored, increasing penalties to $10,000 and possible 
loss of a company's export license may be strong enough to prevent 
many American companies from participating in an illegal boycott. 
Yet, to insure that a corporation will not run the risk of these penal 
ties to reap the economic benefits of discriminatory foreign trade, I 
suggest that additional provisions for major tax disincentives for 
participation be included in related legislation.

Under a bill introduced by Mr. Corman, which I have also Co- 
sponsored, a company knowingly found complying with the Arab 
boycott would lose its eligibility for foreign tax credits, tax credits 
on foreign source income and DISC benefits for 1 year.

Since companies would stand to lose thousands of tax exempt 
dollars, inclusion of this provision in appropriate legislation would 
be another major economic incentive not to discriminate against our 
allies, corporations, and citizens.

FIRM U.S. POLICY STANCE

Everyone in this room knows what happens, Mr. Chairman, when 
just one blackmail demand is given into. The blackmail is repeated 
again and then again, broadening in scope with each new demand.

Today, America and our corporations are being blackmailed by 
the Arab States to knuckle under to their "just one" demand con 
cerning Israel. If we acquiesce today, tomorrow there will be new 
demands, demands to change U.S. policy in areas far different than 
our Mideast policy.

Autocracy knows no limits. If we knuckle under to the economic 
dictatorship of Mideast oil, we will invite Arab intimidation of every 
corporation, every religious and ethnic group, and every individual
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in our country. The time to stop it is now and the way to do it is by 
strengthening the Export Administration Act.

After so many years of struggle to guarantee the civil liberties and 
equality of all American citizens, we cannot allow the battle to be 
lost through Arab intrusion into our internal affairs. The restrictive 
trade practices of the Arab nations affect our relation? with other 
countries and affect this country when they pit American against 
American.

While we may not be able to change the foreign policies of other 
nations, we can change and strengthen our own laws to protect Ameri 
can citizens and dissuade them from discriminatory practices.

Mr. Chairman, that ends my formal statement, and I appreciate 
the opportunity to be here with the committee and will be pleased 
to answer any questions.

Chairman MORGAN'. Thank you, Mr. Heinz. I just want to tell you 
that the preliminary report of Chairman Moss of the Government 
Operations Oversight Subcommittee, of which you are a member, 
was forwarded to this committee and made a permanent part of the 
record yesterday.

Mr. HEINZ. I am delighted. I am glad we are not still fighting the 
Commerce Department and that the reports are now available. 

Chairman MORGAN. Mr. Buchanan.
Mr. BUCHANAV, Thank you for your excellent testimony. I have 

no questions.
Chairman MORGAN. Mr. Kosenthal.
Mr. ROSKXTHAI,. I commend our colleague for a very thoughtful, 

precise and important statement. I appreciate his restating most 
articulately a point I had tried to make, namely that we need a Fed 
eral law to resolve the dispute that exists between States due to the 
ability of major national companies to pick and choose among Amer 
ican ports. If Congress d -sn't act, we will have a devastating 
situation.

In addition to the other reasons for congressional action, this is an 
underlying important one which requires immediate attention.

Mr. HEINZ. Let rue say I thought your testimony was just about 
unsurpassed in any congressional testimony I have ever heard. Tt was 
truly excellent, as lone as we are trading compliments. 

Chairman MORGAN. Mr. Whalen.
Mr. WHALEN. I thank our colleague for his very fine statement. 

Since we are under the gun. Mr. Chairman, I have no questions. 
Chairman MORGAN. Mr. Bin&harn. 
Mr. BINGHAM. Thank you, Mr. Chairman.
T also would like to thank our colleague for an excellent statement. 

In view of the time pressure. I will ask no questions. 
Chairman MORGAN. Mr. Winn. 
Mr. WINX. Thank you, Mr. Chairman.
I appreciate the opportunity to hear Mr. Heinz' verv fine testi 

mony. At this fitugp of the hearing, I want to commend him for his 
outstanding leadership in this field on the Interstate and Foreign 
Commerce Committee. 

Mr. HEIXZ. Thank you. 
Chairman MORGAN. Mr. Yatron.
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Mr. YATRON. I too have no questions, and would like to say ditto 
to everything that has been said.

Chairman MORGAN. Mr. Lagomarsino.
Mr. LAOOMARSINO. No questions, and thank you for your fine 

statement.
Chairman MORGAN. Mr. Solarz.
Mr. SOLARZ. I don't want to add to this withering cross-examination 

of the statement so I, too, will compliment him on his statement and 
will ask no questions.

Chairman MORGAN. Thank you, Mr. Heinz.
Mr. HEIN/. Thank you, Mr. Chairman.
Chairman MORGAN. Our next witness is a distinguished member 

of the committee, Mr. Bingham.
With the permission of the committee, we will take a 5-minute recess 

to answer the quorum call and will return in 5 minutes to continue 
with Mr. Bingham.

[A brief recess was taken.]
Chairman MORGAN. The committee will come to order, please.
Our next witness is a distinguished member of this committee and 

a very active member of the committee, the Honorable Jonathan B. 
Bingham of the State of New York.

STATEMENT OF HON. JONATHAN B. BINGHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE 0? NEW YORK

Mr. BINGHAM. Since there are so many witnesses, I would like to 
suggest that my statement be included in the record at this point, to 
gether with some letters I have received from companies that favor 
the prohibition of the secondary boycott.

Chairman MORGAN. Without objection, it is so ordered.

U.8. MIDDLE EAST POLICY

Mr. BINGHAM. One reason I think I can be very brief is I think the 
committee is well acquainted with my views on this subject. I have 
been pressing for legislation to prohibit cooperation with the Arab 
boycott since 1965 when I was on the Banking and Currency Commit 
tee which at that time had jurisdiction over this matter.

The one point I would like to emphasize is that I certainly have no 
desire unduly to confront or embarrass the Arab nations. I supported 
the Sinai agreements and most of the initiatives our Secretary of 
State has taken to move toward peace in the Middle East.

I have publicly stated my admiration of the moderate behavior dis 
played by some Arab leaders and nations. The new and improved rela 
tionship we have developed with the Arab countries—a relationship 
under which we now sell them arms and, in the case of Egypt, provide 
economic assistance—should make it possible for us to establish a firm 
policy that would extract American business from the web of the Arab 
embargo without such action being considered a confrontation. We are 
not asking or requiring that thev end their primary embargo of Israel, 
only that they now leave American firms out of it. If our new relation 
ship with the Arab countries—from which they as well as we gain 
much—is sound, this shouldn't represent an unreasonable demand.
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NEED TO OUTLAW BOYCOTT COMPLIANCE

Let me add only this, that I think there are many aspects of the 
Stevenson bill which are beneficial and which should be added to the 
simple prohibition of the secondary boycott which is contained in my 
proposed legislation.

However, I think I should say at this point that if we do not pro 
hibit American firms from cooperating with the secondary boycott, I 
personally would not be in favor of those provisions of the Stevenson 
bill which provide for complete disclosure of intent to comply with 
boycott requests.

I believe this would he counterproductive in that it would perhaps 
bring about a more severe application of the boycott by Arab coun 
tries. Those countries would be embarrassed constantly by publication 
and release of the degree to which they today wink at the boycott and 
ignore, it. Therefore, unless the essential element of my bill is in 
cluded—that is the, prohibition of compliance by American firms with 
the secondary twycott—T do not believe that the Stevenson bill in its 
present form should be enacted into law.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Bingham with letters and state 

ments for the record follow:]
PREPARED STATEMENT OF llox. JONATHAN B. BINCHAM. A REPRESENTATIVE ix 

OOXGRESS FROM THE STATK OF XEW YORK
Mr. Chairman, the Arab nations joined in n direct economic embargo of 

Israel shortly after Israel's creation. That direct embargo is an unfortunate 
manifestation of the general hostility and tensimi thnt ha* persisted in the 
Middle East for thirty years. Whatever its impact upon Israel, a nation with 
which the T'nited States has '""£ and close ties, there is little we can do to end 
it. It can be eased and ultimately ended only in the context of a final and lasting 
peace in the Middle East. To the extent that we ran facilitate and encourage the 
achievement of such u i>eace. we also contribute to the ending of the embargo.

In the early M)50's. however, Mr. Chairman, a new dimension was added to the 
Arab embargo of Israel—a dimension directly involving Americans. It was at 
that time that the Arabs, working through the embargo organization now head 
quartered in Syria, Instituted a secondary embargo—an embargo of American 
firms and individuals doing business with or otherwise associated with Israel. 
In Its most extreme form, that secondary embargo barred Arab nations and firms 
from doing business with particular individuals and firms that appeared on a 
"blacklist." Firms and individuals were added or removed from the "blacklist" 
for any of a variety of reasons. Adherence to the "blacklist" prohibitions has 
varied widely, depending upon the particular Arab country involved and the 
nature of the proposed business transaction.

In addition to the "blacklist", Arab firms and governments developed the 
practice of Including a variety of discriminatory provisions in proposed contracts 
with American firms as n means of implementing the embargo.

While the direct embargo of Israel (as I have mentioned) is not amendable 
to counteraction by the United States, the extension of the embargo to American 
firms can and. in my judgment, should be firmly counteracted in the interests of 
American business, of Israel, and of all Americans who abhor racial, ethnic, and 
religious discrimination.

Mr. Chairman, I ha.e introduced legislation In this Congress (H.R. 4067) 
which would simply prohibit Americans and American firms from complying In 
any way with the embargo, in any of the various forms in which it Is imposed 
upon Americans. This proposal is not new. It hns l»een considered from time to 
time since the early IftflO's. I first introduced n similar measure. H.R. 4300, in 
the 90th Congress, soon after I was elected to the House, and have reintroduced 
It In each subsequent Congress.
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I know well the arguments that have been made against this proposal, because 
in 1967-68 I served on the Banking and Currency Committee which then had 
jurisdiction over this mttter. In addition, the Subcommittee on International 
Trade and Commerce which I have the honor to chair held four days of hearings 
last year on this proposal and discriminatory Arab pressure on U.S. business 
in general.

The opposition of the Administration to prohibition of compliance with the 
Arab embargo has been and continues to be that such action would be confronta 
tional and would undermine American efforts to engineer peace in the Middle 
Bast. The Commerce and State Departments have argued that they would be 
more effective in removing embargo requirements from trade between Americans 
11 nd Arabs through quiet appeals and diplomacy than through strict legal pro 
hibitions which might trigger Arab retaliation.

With those arguments in mind, the Congress in 1965 enacted legislation 
[Export Administration Act, Sec. 3(5)] which stopped far short of total pro 
hibition of compliance. That language states as a matter of policy the United 
States* opposition to economic embargoes, urges exporters not to comply with 
the terms of such embargoes, requires them to report to the Commerce Depart 
ment any embargo requests which they may receive, and gives discretionary 
authority to the Secretary of Commerce to prohibit compliance by American 
firms and individuals.

Mr. Chairman, despite the enactment of that language by Congress to dis 
courage compliance with the boycott, little if anything was done through quiet 
diplomacy to reduce the impact of the embargo. On the contrary, for years the 
Commerce Department routinely circulated Arab business tenders containing 
boycott requirements. The number of boycott requests received by companies 
steadily increased. Compliance with those requests (according to figures com 
piled by a Subcommittee of the House Interstate and Foreign Commerce Com 
mittee) clhnbed to over 90';0 . For a very long time—until intense Congressional 
pressure demanded it—the Executive branch's authority to prohibit some or 
all compliance with the embargo was dormant.

Some recent progress has been made on these issues. The Commerce Depart 
ment no longer circulates business tenders containing boycott requirements, 
although there are many other ways businesses can find out about them. More 
significantly, compliance with particular types of boycott requests—namely 
those involving discrimination ngatnst an American or American firm on the 
basis of rare, religion, color, sex, creed, or national origin—is now prohibited 
pursuant to Presidential order. Furthermore, commercial service oganizations— 
such as banks, insurance companies, and the like—are prohibited from such 
compliance ns well as firms actually proposing to do business with an Arab 
country or firm.

These developments, Mr, i'hairman, are nil to the good. But they are inade 
quate in several respects. First, they are confusing and difficult to implement. 
My stnff and I have met with many businessmen who find it difficult to make 
the distinction between a boycott request which is discriminatory on the basis 
of race, religion, creed or national origin, and n boycott request which is not 
discriminatory in that way. For example, is a boycott request that a firm certify 
that it does not do business with any "blacklisted" company discriminate on the 
basis of rare, roligion. creed, sex or national origin? In the first place, the 
"blacklist" is now secret, so it is difficult for the company to make a judgment. 
It. is known, however, that individuals and companies have been included on 
the "blacklist" because they were prominent Jews or bad Jewish officers. One 
could therefore consider the list itself discriminatory on the basis of religion, 
nml that therefore, any compliance with n l>oycott request referring to the 
"blacklist" would l>e unlawful. The position of the Commerce Department, 
however, is that compliance with a boycott request referring to the "blacklist" 
is not. prohibited. Whether it is or isn't, the fact remains that it is si difficult 
standard for compnnies to apply.

Current prohibitions ore inadequate also because they touch only the tip 
of the iceberg and permit continuation of many reprehensible business practices. 
Boycott requests that directly refer to race, religion, color, creed, sex or na- 
tional origin constitute a small minority of Imycott requests. Just prohibiting 
compliance with them sanctions, in effect, other kinds of compliance. Present 
T'.S. policies would seem to permit TT S. firms, for example, to refuse to do 
business with other U.S. firms on the basis of boycott requirements. While some 
government agencies interpret existing anti-trust laws as prohibiting such 
"refusals to deal" (te- iary boycott), the failure of the Export Administration
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Act and current policies under that Act to include such a prohibition is both 
inconsistent with the anti-trust law* and nn invitation to U.S. firms to dis 
criminate against other U.S. firms if pressed to do so by the Arab boycott 
of Israel.

Mr. Chairman, I have no desire unduly to confront or embarrass the Arab 
nations. I supported the Sinai Agreement and most of the initiatives our Secre 
tary of State has taken to move toward peace in the Middle East. I have publicly 
stated my admiration of the moderate behavior displayed by some Arab leaders 
and nations. The new and improved relationship we have developed with the 
Arab countries—a relationship under which we now sell them arms and, in the 
case of Kgypt, provide economic assistance— should make it possible for us to 
establish a firm policy that would extract American business from the web of 
the- Arab embargo without such action being considered a "confrontation." We 
are not asking or requiring that they end their primary embargo of Israel, 
only that they now leave American firms out of it. If our new relationship 
with the Arah countries (from which they as well as we gain much) is sound, 
tills should not represent an unreasonable demand.

1'resput ['.S. policies allow the Arabs to play U.S. firms off against each other, 
and put ull firms In a constant crossfire of pressures from their domestic cus 
tomers and investors should they comply with Arab boycott requests, and from 
the Arabs should they refuse to comply. I believe it should be the responsibility 
of the Federal government to sot policy on this matter and to handle any pres 
sures or repercussions that may resun rather than leaving every American flrm 
to fend for itself on every proposed contract with an Arab customer.

My hill. Mr. Chairman, would do just that. It would prohibit compliance of any 
kind with Arnb embargo requests. It would apply to tertiary as well as sec 
ondary effects of the embargo. It would put all American companies on an equal 
footing with respect to doing business with the Arabs. It would eliminate the 
mv<l to distinguish between discrimination on the basis of roce, religion, creed, 
sex or national origin, and more general kinds of discrimination.

Such a simple, straight-forward prohibition is in the best Interests not just 
of Israel, but also, in my judgement, of American business. If the Arab boycott 
succeeds in dictating to American business that it cannot do business with 
Israel, what is to prevent any other country in the world from making Us own 
political demands on American business practices. In the case of the Arab boy 
cott, the problems and losses posed for American business are not particularly 
severe, since Israel represents a rather small market and most American firms 
have little occasion to do business there regardless of the embargo. Future 
embargoes encouraged by the success of the Arab embargo, however, could be 
much more costly and uncomfortable to American business.

The need is clear. I urge this Committee at the appropriate time to support 
a simple prohibition on compliance by American firms with all manifestations 
of rhe Arab embargo of Israel—to support such a provision not In a spirit of 
hostility or confrontation with the Arab nations, but in defense of the freedom 
of American business and of our national devotion to non-discrimination.

Since the SuJtcommittee on International Trade and Commerce concluded its 
hearings last December on the Involvement of American companies in the Arab 
economic embargo of Isrm!. Mr. Chairman, I have received several letters from 
American companies expressing their opposition to the embargo and their 
support for reasonable legislation that would relieve pressures on them to com 
ply. I would like, with tbi« consent of the Committee, to submit these letters 
for inclusion in the hearing Record.

LETTERS FROM PAUL L. PARKER, SENIOR VICE PRESIDENT, GENERAL MILLS, 
INC., TO CONGRESSMAN BINGHAM

GENERAL MILLS, INC., 
Minneapolis, Mlnn., June II, 1976. 

Rept-esentatlvo JONATHAN B. BINOHAM, 
Chairman, Subcommittee on International Trade and Commerce. Committee nn

International Relation*, U.S. HOUKC of Ttcprctciitatircg, Washington, D.C. 
DEAR CONGRESSMAN: We appreciate greatly your letter inviting us to testify 

liefore the Committee on International Relations Subcommittee on International 
Trade and Commerce, in connection with the so-called Arab-Israeli boycott. The 
gist of our corporate decision Is included in the attached.
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We have begun preparation of a statement that would be appropriate for your 

hearings but are still in the process of drafting this statement and meeting dead 
line difficulties. We are uncertain at this time whether we will be able to appear 
as a witness, but we will, in any event, submit an appropriate statement for the 
record, forthrightly stating our position.

We do think it important that we voice our feelings for policy changes which 
will avoid undue restrictions on International commerce, and we hope that our 
statement will make our position completely clear. 

Sincerely yours,
PAUL L. PARSER

PRESS RELEASE OF GENERAL MILLS, INC.
APRILS, 1970.

Officials of the Anti-Defamation League of B'nal B'ritb and General Mills met 
Friday, April 2, in New York and clarified the General Mills policy with respect 
to overseas trade. They noted that General Mills has been a long-time proponent 
of free trade, selling and/or licensing products in both Israel and Arab nations.

Seymour Graubard, National Chairman of the Anti-Defamation League of B'nai 
B'rlth, stated his conclusion that General Mills has been acting responsibly and 
in good faith in its trading practices with Israel. General Mills and the Anti- 
Defamation League of B'nai B'rith agreed, however, that there Is a pressing need 
to enact Federal legislation which would prohibit all foreign-imposed trade re 
strictions. E. Robert Klnney, President of General Mills, said that the company 
has promised to reinforce its efforts to secure the passage of this legislation now 
before Congress.

In a letter to the ADL, Mr. Kinney said, "General Mills is pledged to the 
following:

"1. To initiate and to reinforce our support of legislation now before Con 
gress which will eliminate the restrictive certifications now permitted by law;

"2. To continue to direct negotiations with Arab buyers in an effort to eliminate 
completely any certification requirements now imposed. It should be noted that 
in the past sixty days, we have made substantial progress in this area."

Mr. Kinney expressed appreciation of the League's findings, adding: "We 
deplore *tny practices or policies which restrict or impact negatively on Inter 
national commerce. We believe strongly in free trade among nations, and we urge 
all Americans to join in seeking speedy legislative enactment of measures which 
will achieve this goal."

STATEMENT OF PAUL L. PABKEB, EXECUTIVE VICE PRESIDENT, CHIEF ADMIN 
ISTRATIVE OFFICER, AND ^OVEBNMENT RELATIONS OFFICER, GENERAL MILLS, 
INC.
Mr. Chairman, General Mills, welcomes this opportunity to voice its strong 

expression of support for policy changes concerning certain discriminatory as 
pects presently found in the Arab-Israeli boycott. General Mills subscribes to 
all efforts which seek to avoid the fettering of international commerce and any 
restrictive practices which are based on religious, ethnic, or racial grounds. We 
encourage other concerned American businesses to add expressions of principle 
to this examination of trade policy.

Discrimination premised on religious, racial or ethnic factors has no place in 
foreign commerce of our country. No country should be allowed to impose such 
discrimination on us. Matters of principle inherent in such practices must be 
safeguarded.

Since 1948, when Israel emerged as a free nation, the United States has been 
a strong supporter of its independence. The basic premise of freedom that 
initiated the formation of Israel is oue cherished by this country. Israel sym 
bolizes freedom—freedom for Its citizens from centuries of prejudice and persecu 
tion. The current attempt at the economic strangulation of Israel is neither 
American public policy nor the wish of the American people.

Current law and policy, however, Is not strong enough to fully counteract the 
forces of prejudices.

The Export Administration Act of 11)61) opjxws restrictive trade practices 
and encourages American firms not to l»e intimated or to comply with them. That 
is a weak disclaimer. Exhortations are not strong enough. Such declarations as
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"opposes" and mere urgings such as "requests"' leave too much room for viola 
tions of the spirit and intent of the basic legal objectives of that statute. The 
Export Administration Act has fallen short of ItH intended iron Is. It falls to 
uphold our declared principles and to sanction them by law.

Discrimination premised on religious, ethnic, or racial ground*—whether 
blatant or achieved deviously—has been barred by the United States Constitution 
«s well as by numerous civil righto lawn. The history and development of civil 
rights assurances have l>een tortuous and slow. Principles gained are not to be 
easily compromised. Such expressions of equality are a proud part of our heritage 
and must be defended l),v persons of principle. Intrusions of expediency, no 
matter how logical sounding, must be carefully measure;!. I'atchquilts of excep 
tions and diversion must be avoided. By the same measure, it would l»e most 
helpful if the countries involved would repudiate—without equivocation—any 
and all suggestion* of rellgnus Intolerance or discrimination.

Restrictions on free trade are contrary to the spirit of long-term national 
policies. Yet the Export Administration Act, while not sanctioning discrimina 
tion or restrictive trade practices, fails to prohibit them absolutely. Pending 
amendments to the Export Administration Act deserve the utmost serious con 
sideration by this Committee of Congress. Amendments to which we address 
ourselves give substance to Ideas put forth but not fully secured by current law*. 
We speak for the full measure of assuring basic civil rights, not for half-way 
compromises, but for avoidance of loose and ambiguous draftsmanship.

In a world that Is growing smaller every day. It Is vital that we seek to main 
tain open channels through which understanding may develop. One of the most 
Important channels of communication we have is trade itself. Closing off that 
channel on the whim of certain nations could have devastating results.

Of course, all nations have the option to engage In primary boycotts when 
pursuing national goals of declared international hostilities. Boycotts are an 
other means of waging war. At the point those boycotts, or economic sanctions, 
become secondary and impinge iijmn the rights of other nations to conduct free 
trade. tli<\v lone (heir original validity. Vigorous opposition to their Insidious 
spread Is Imperative'—no matter what short-term commercial expediency iray 
Indicate. Instead of doing little or nothing n time comes when standing up for 
principle Is Indicated.

Sentiments against further restrictions on free trade, nnd particularly devices 
of a patently discriminatory character run contrary to the long-term policies 
and interests inherent in the American tradition. Strong expressions of senti 
ment developing these viewpoints are being expounded upon dally by thought 
ful persons across the length and breadth of this country. A clear Indicator of 
current sentiment, and an irn|>ortnnt molder of public opinion, is the com 
mentary printed in the editorial sections of this country's lending nowsunpers. 
Tlip number of such editorials and statements of opinion is legion. The 1m- 
l*>rtant point is that many of the most Influential newspapers in the country 
have resolutely stated an opinion against the principles of discriminntlon 
inherent in the current power plays aimed at hobbling the free flow of Inter 
national commerce. We have in our flies a large sampling of such editorial 
support from 03 newspapers. Unfortunately, copyrights restrict submitting them 
for (be record; therefore, we are forwarding copies to the Committee for in 
ternal use and review by the Committee menilwrs.

The time has come for the United States to stand up and lie counted In 
championing the cause of freedom. Free trade is inexorably linked with human 
freedom. When one is constricted, so too does the other diminish.

This great nation is In a position to deal effectivelv with this spreading prob 
lem, if It cares to. As the largest supplier of the world's goods nnd services, 
America is in a unioue position to set the tone of international trade. Shall we 
permit ourselves to he guided by restrictive nnd discriminatory trade practices 
contrary to basic American priwhiles? Shall we deny our own historical legacy? 
General Mills, for one. thinks, most emphatically, not. E. Robert Kinney.

1 Export Administration .\ct of IflfiO, Sections 305) (A) and 3(5) (B) states thnt the 
policy nf the F.S. Is:

(A) to onr>o»e restrictive iv>1lcles or boycotts fostered or Imnosed by forelen countries
mrnlnst ntlier countries frlendlv to the United States, nnd (B) to rnrmirnnr nnd
rfijiieitt domestic concerns * • • to refuse to take nny nctlon • • • which Jinn the

effect of furthering or supporting * • • (such restrictive practices or boycotts).
(Emphasis added).
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dent and Chief Executive Officer of General Mills, Inc., addressing these issues 
as follows:

We deplore any practices or policies which restrict or Impact negatively 
on international commerce. We believe strongly In free trade among nations, 
and we urge all Americans to join in seeking speedy legislative enactment 
of uicaKures which will achieve this goal.

President Ford, on February 20, 1976, spoke out strongly against trade dis 
crimination premised on religious or ethnic grounds, stating:

. . . (muit practices nave) no place in the free practice of commerce as 
it has flourished in this country and in the world in the last 30 years. 

We, at General Mills, Inc., earnestly urge your support and affirmative action 
on the pending amendments to the Kxport Administration Act. We endorse all 
efforts directed towards a peaceful settlement of the problem, for a peaceful 
settlement will he the only lasting solution. In the interim, the strongest possible 
expression of statutory finality denying patently discriminatory second-order 
(and beyond) boycotts is in order. A nation so fundamentally opposed to dis 
crimination cannot endure the human and the economic waste of boycott or 
reprisal inspired by discrimination.

LETTER FROM WILLIAM J. POWELL, SENIOR VICE PREsinENT, THE PILLSBUBY Co.,
TO CONGRESSMAN BINOHAM

THE PILLBBUBY Co., 
Minncapolif, I/inn., June S, 1976. 

Hon. JONATHAN B. BINGHAM,
Chairman, Subcommittee on International Trade and Commerce, Raybiirn Hou*e 

Office Building, Wathington, D.fi.
DEAR MR. BINOHAM : This refers to your letter of May 10 concerning up 

coming hearings on the Export Administration Act before the Committee on 
Intf/iatlonal Relations. You state that during such hearings the Committee 
wll' consider various proposals dealing with the Arab embargo, and invite our 
vi /son this matter.

As we have stated on frequent occasions The Pillsbury Company has been a 
constant advocate and supporter of free trade, offering its products for sale 
aud export to any country with which United States laws do not prohibit trade. 
Hence, we are opposed to trade restrictions which have their basis in political 
or other non-trade related considerations. We firmly believe such restrictions 
should be eliminated.

We believe that trade restrictions which require as a condition of our doing 
business with a particular country that we refrain from doing business with- 
another country, or with someone who Is engaged in doing business with such 
other country, are unjustified and unacceptable. Likewise we reject any trade 
restrictions which would require us to refrain from trading with a company 
whose ownership, management or employees are of a particular race or religion. 
How nest to discourage such agreements seems to us to lie clearly within the 
domain of the legislature, which has various sanctions available to it.

We are concerned that the views of the administration, and particularly the 
Treasury and State Departments, be listened to carefully in the consideration 
of any new legislation on the subject. The national interest in preserving the 
U.S. position as a mediator in the Mideast to achieve a peaceful settlement, 
which would incidentally end the objected-to Arab requirements, must not be 
frustrated by unnecessary or unreasonable legislation. Neither by disdirected 
legislation should we put our economy in a position where we see the Arab boy 
cott continued anr* the Arab countries simply turning to non-U.S. sources of 
supply.

We would appreciate your accepting this expression of our views as part 
of the record of the bearings. 

Yours very truly,
WILLIAM J. POWELL.

Chairman MORGAN. Thank you, Mr. Bingham.
As chairman of this committee, I have long known your interest in 

this subject, and of course I am sure you will be very active when this 
committee considers the markup of this legislation.
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Mr. Lagomarsino.
Mr. LAGOMARSINO. I have no questions, but I would like to commend 

the gentleman for the statement he submitted for the record. 
Chairman MORGAN. Mr. Rosenthal.

IMPACT OF OUTLAWING BOYCOTT COMPLIANCE

Mr. ROSENTHAL. I have no questions, Mr. Chairman.
I want to commend our distinguished colleague for his leadership 

in this area dating back to 1965.
I agree with him that whatever the committee does, it must deal 

with the secondary boycott issue. Once we do that then we can syn 
thesize the Stevenson approach into an amendment to the act. We 
must also consider the repercussions of such an amendment.

People have fears—sometimes you have nothing to fear but fear 
itself—but these are not wholly unfounded. What is your prognosis of 
what would happen, assuming we took the toughest line possible?

Mr. BIXGHAM. I agree with what you said in your testimony. I think 
the Arab States simply cannot do without the business they do with 
American firms and that, if the policy of American firms is made uni 
form in noncompliance, they will have to accept that.

The. problem now is that American firms are whipsawed, some 
comply, others don't. There is this competive aspect that enters in but, 
if we can simply put these firms in the position of saying to the Arab 
nations, the Arab businesses, we now no longer can cooperate with 
the boycott, the policy of the United States which was declared to be 
opposed to the boycott 10 years ago has now been in effect put into 
law, and we have no choice.

I think it's unrealistic and unnecessary to fear that faced with that 
proposition the Arab countries would cutoff their economic deals with 
the United States.

Mr. ROSENTHAL. Thank you, Mr. Chairman.
Chairman MORGAN. Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
I would like to register an objection to these proceedings, because 

by the time >ou reach me in the questioning, even if I don't want to 
pay tribute to the witness, T am obligated to, by virtue of what has 
been said previously.

In this instance, however, I can say quite sincerely I think the dis 
tinguished gentleman from New York is not only one of the outstand 
ing members of our committee but of the Congress as a whole.

I have a special debt of gratitude since he was the o"p that advised 
me that serving on this committee would be a worthwhile experience. 
It was advice for which I have been grateful ever since.

I would 1 ike to ask one or two questions.

TERTIARY BOYCOTT

On page 2 of your testimony you indicate that American firms have 
been requested to certify that they don't do business with any black 
listed company. That wonld seem to me to contradict the testimony of 
Secretary Parsley yesterday in response to some questions I—and
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which I think also others—asked to the effect that so far as the admin 
istration was concerned, the only request made by the Arab countries 
participating in the boycott was that American firms not do business 
with Israel. There were no efforts to boycott companies that did busi 
ness with other American firms that were doing business with Israel.

You have held hearings on this subject. Is it your belief, or is there 
evidence available, which would indicate that in point of fact this 
is a widespread practice ?

Mr. BINGHAM. Let me submit backup material for that for the 
record, if I may. 1

Mr. SOLARZ. I think that would be helpful.

CONTRADICTION BETWEEN PROHIBITING BOYCOTT 
COMPLIANCE AND DISCLOSURE

The other question I had goes to what seems to me to be a potential 
contradiction between the natout provision against compliance with 
the boycott contained in your proposal on the one hand and the disclo 
sure requirements contained in the Stevenson amendment and Scheuer- 
Koch proposal on the other.

If the two were combined, as some have suggested, what sense does 
it make to ask someone to disclose whether or not they ar« complying 
with the boycott request when the very same legislation presumably 
would prohibit such compliance in the first place?

Can anyone realistically be expected to disclose they are violating 
the law ?

Mr. BINOHAM. I think the gentleman raises a very good question 
and one we ought to consider. There might even be objections to 
it on the grounds it was unconstitutional in the sense it was self- 
incriminating.

What I had meant to say before was that the objections I have to 
the disclosure provisions, those particular objections do not apply if 
we prohibit the secondary boycott, but there may be other problems 
that we should consider.

Mr. SOLARZ. I thank the gentleman for his observation. I think 
this is something the committee ought to take a very close look at. I 
am not opposed in principal, I think, to disclosure, but I think we 
have to ask some hard questions about the purposes the disclosure re 
quirement would serve if they are coupled with the flatout prohibition 
contained in your own recommendations.

Mr. BINOHAM. Mav I, at this noint refer to the letter from Chair 
man John Moss to Chairman Thomas Morgan, dated May 6, 1976, 
with regard to the gentleman's first question. Among the clauses that 
have been found to be rommon in the various documents that are 
required are, and I read from page 4 of his letter:
• • * clauses referring to being blacklisted by the boycott office for doing busi 
ness with a bpycotted firm. This clause typically Includes requests to certify 
that the exporter is not blacklisted or is not doing business with a blacklisted company.

Mr. SOLARZ. And you indicated a firm has problems making that 
certification when a blacklist was not available and it didn't know 
who was on the list.

1 S*« letter Hon. John E. MOM on p. 71.
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PRECEDENTS FOR SECONDARY AND TERTIARY BOYCOTTS

One final question : A number of witnesses have indicated that lx>y- 
cotts as a matter of international law are not unprecedented. We have 
even, from time to time, engatred in them ourselves. Are you aware 
of any precedents for the kind of secondary, and to some extent ter 
tiary, boycotts which the Arab countries are utilizing vis-a-vis Israel 
that other countries have engaged in, perhaps including our own?

Mr. BINOHAM. Essentially, no. I think we must bear in mind the 
type of boycott we have engaged in so far as trade is concerned has 
been the primary boycott with occasional details that might be con 
strued as suggestive of a secondary boycott.

We, have, in connection with aid programs, secondary provisions, 
but that is very different from a trade boycott.

Mr. SOLARZ. Actually, now that I think about it, I know the gentle 
man conducted some hearings on the embargo on Cuba. I have a recol 
lection that we once prohibited the purchase of iute from Bangladesh 
on the grounds that they were trading with Cuba, an action which 
seemed to be a rather petty manifestation of our own embargo on 
Cuba.

Mr. BINGHAM. I think the gentleman is mistaken in that That would 
refer to the prohibitions of aid to countries, and it may have been in 
that connection that there was a threatened cutoff.

We also had a prohibition against aid to countries whose ships were 
stopping in Cuban ports and Vietnamese ports, but those had to do 
with aid, not trade.

Mr. SOI,ARZ. So that is a I*/*, bovcott, somewhere between primary 
and secondary boycott. T didn't think it reflected much credit on us.

I thank the Avitness for his testimony.
Chairman MORGAN*. Thank vou, Mr. Bingham.
Our next witness is Mr. Robert Brinan from the great State of 

Massachusetts.
We welcome vou to the committee todav Mr. Drinan.
Mr. Drinan is a distinguished member of the House Judiciary 

Committee.
You may proceed, sir.

STATEMENT OF HOK. BORERT F. DRINAN. A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. DRINAN. I will submit my statement for the record and try to 
make points not made earlier this morning.

EXIST! NO FEDERAL POWERS

I want first to say I have learned a preat deal about this enormous 
problem from the hearinjrs conducted by the subcommittee chaired by 
Congressman Rosenthal in the Government Operations Committee.

As ever-one knows, the Secretary of Commerce freelv admits that 
under section 4(B) (1) of the Export Administration Act, he is em 
powered to issue——

Chairman MOROAN. Just a minute. I wish our miests would take 
their seats, please. As a matter of courtesy, if any additional statements
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ore to be obtained, I would hope you would go up one by one instead of 
all at one time.

You may proceed.
Mr. DRIXAX. It is very clear the Secretary of Commerce is em 

powered to issue regulations prohibiting compliance with the boycott 
demands, but the Secretary refuses to do so.

The President, if be so desired, could take numerous other actions 
to fight the boycott under existing law, such as the denial of trade 
privileges to countries which blacklist American firms, or the issuance 
of cease and desist orders to banks which process letters of credit con 
taining boycott certification requirements.

But the administration refuses to do so.
I cannot exaggerate, Mr. Chairman, the enormous importance of 

the boycott that continues to grow in size and strength. The tremen 
dous expansion of American tra le with Middle Eastern nations has 
transformed the boycott from a minor nuisance into a cancer within 
the American economy.

I won't repeat these statistics gathered by Congressman John Moss, 
everyone on this committee knows how frightening they are.

DRIJfAN ANTIBOTCOTT BILL

It is apparent. Mr. Chairman, that the only effective remedy for 
this intolerable situation lies in the enactment of appropriate legisla 
tion to carry out the policies set forth 11 years ago in the Export 
Administration Act.

Let me review the legislation before this committee. You have the 
good fortune to have three bills, all of which have merit, and I know 
that a combination of them will be forthcoming in due course.

I have filed the Foreign Discriminatory Commercial Practices Act, 
H.R. 5913, cosponsored by 28 Members of the House. This addresses 
the boycott in a slight! v different fashion than the other bills before 
you.

Like the Scheuer-Koch bill, my bill would prohibit companies from 
providing information on the religious or ethnic character of their 
employees, stockholders, and directors.

Both bills also prohibit firms from refusing to do business with an 
other firm on the basis of the boycott.

My bill, however, Mr. Chairman, goes one step further than the 
Kock-Scheuer bill in prohibiting a firm from taking other actions to 
support the boycott. These include: (1) furnishing information on its 
business with a boycotted country; (2) furnishing information on its 
business with other firms which do business with a boycotted country; 
(3) furnishing information on its investments in a boycotted country; 
and, (4) refusing to do business with a boycotted country or its citizens 
in response to a boycott demand.

All of these actions would constitute participation by American com 
panies in the Arab boycott, but they are not specifically prohibited in 
the bill filed by Congressmen Scheuer and Koch.

My reading of the bill filed by vour distinguished colleague. Con 
gressman Binirham, is that it would encompass all the actions noted 
above within its general prohibition on actions, "which have the effect 
of furthering or supporting restrictive trade practices of boycotts."

74-771 O- 7« - 11
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Since the various activities are not specified, however, interpretation 
of the proposed amendment would be up to the Commerce Department 
and ultimately to the courts.

In my judgment it would be preferable for the Congress to spell 
out precisely the activities it intends to outlaw and that I have pro 
vided for in the bill H.R. 5913.

Several other provisions, Mr. Chairman, of my bill, not contained 
in either of the other bills, merit in my judgment the attention of the 
committee.

My bill does not require public disclosure as noted in a colloquy a few 
moments ago that does raise problems involving the fifth amendment.

Second: My bill requires the Secretary of Commerce to suspend the 
exporting privileges of any company found to be engaging in any of 
the prohibited acts. Increasing the civil penalty from $1,000 to $10,000, 
as provided in the Scheuer-Koch bill, is certainly a good idea. Such a 
fine, however, would have little effect on most of the huge multina 
tional corporations doing business with the Middle East.

The threat of stronger punitive action is essential as a detergent to 
illegal acts.

My bill requires a full exchange of information and cooperation be 
tween the Department of Commerce and the Equal Employment Op 
portunity Commission, EEOC, so that the resources of these two agen 
cies can jointly be brought to bear on the investigation of complaints 
and prosecution of violators.

This exchange of information should help all of the agencies of the 
Federal Government to perform their duties more efficiently and 
without duplication.

In conclusion, it is clear that new legislation is needed to combat the 
Arab boycott within our own borders. The Export Administration 
Act, which already contains a definitive statement of American policy 
on this subject, is the most appropriate vehicle for such legislation.

I urge, the committee, as it considers the proposed extension of the 
act, to adopt amendments to combat the boycott. While I believe that 
the most effective approach is embodied in the bill I filed, this commit 
tee has the good fortune of having before it three good bills on this 
topic. I am hopeful and certain that out of the deliberations of your 
committee there will emerge legislation to excise the boycott cancer 
from our economy and to restore to American commerce in some degree 
those principles of freedom and nondiscrimination which we espouse 
as a nation.

Thank you.
[The prepared statement of Mr. Drinan follows:]

PREPARED STATEMENT OF HON. ROBERT F. DRINAN. A REPHFSENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS

Mr. Chairman. I am pleased to appear in support of proposed legislation to 
effectuate the anti-boycott policy contained In the Export Administration Act by 
prohibiting American complicity .n thin insidious form of economic blackmail. 
Our government's stated opposition to the lx>ycott of Israel conducted by the 
Arab League la unquestioned, but the Administration has consintently refused 
to take the actions necessary to prevent American firms from complying with 
discriminatory boycott demands. The Secretary of Commerce freely admits 
that under Section 4 (b) (1) of the Export Administration Act, he is empowered 
to Issue regulations prohibiting compliance with boycott demands, but he refuses 
to do so. The President, if he so desired, cov'.d take numerous other actions to 
fight the boycott under existing law such as the denial of trade privileges to
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countries which blacklist American firms or the issuance of cense and desist 
orders to banks which process letters of credit containing boycott certification 
requirements. But he refuses to do so.

In the niidnt of this Executive branch paralysis, the boycott continues to 
grow In nize and strength. The tremendous expansion of American trade with 
Middle Eastern nations has transformed the boycott from a minor nuisance into 
a festering cancer within the American economy. According to a report issued 
recently by the Interstate and Foreign Commerce Subcommittee on Oversight 
and Investigations, 637 American firms reported receiving requests for com 
pliance with boycott demands during the first 11 months of 1075. These demand* 
\v«re made in conjunction with 4,279 transactions valued at more than $780 
million. After surveying rejwrts submitted by these firms during the period 
Octol>er l~I)ecember 3, 11)73. the .Subcommittee reported that companies com 
plied with boycott demands in 90.6 percent of these cases encompassing 00.4 
percent of total sales dollars. Thus, in the absence of sanctions imposed by the 
Administration, it is apparent that the vast majority of firms doing business 
in the Middle East have succumbed to economic blackmail and are participating 
actively In the boycott of our ally, Israel.

The Impact of the boycott on the Israeli economy Is readily apparent. Numer 
ous American firms are also adversely affected by domestic compliance with 
boycott demands. More than 1,500 American companies appearing on the Arab 
hlacklHt are unable to do business with Arab countries or with other American 
firms which have agreed to comply with the regulations of the Arab Boycott 
Office. Such regulations prohibit doing business with a blacklisted firm. Thus, 
American companieH are presently faced with the choice of succumbing to Arab 
demands or suffering a loss of business to other American firms. A uniform 
prohibition on compliance with boycott demands would end this dilemma and 
place all firms on ini tniual competitive standing in seeking business in the 
Middle East and elsewhere.

It is apparent that the only effective remedy of this intolerable situation lies 
in the enactment of appropriate legislation to carry out the policy set forth 
in the Exiwt Administration Act. As you know, the Senate Committee on 
Banking, Housing and Urban Affairs has reported out the Foreign Boycotts 
Act, title I of S. 053. That bill has been introduced in the House as H.R. 11463 
by Congressmen Hcheuer and Koch. A second important anti-boycott bill, H.R. 
496V, has Iteen introduced by Congressman Bingham. The enactment of either 
of these bills would, in my judgment, l>e a major step toward reducing the Impact 
of the Aral) boycott within the United States.

I have fll?d the Foreign Discriminatory Commerclo'. Practices Act (H.R. 
r>924), cosponsored by 28 Members of the House, which addresses the Itoycott in 
i slightly different fashion. Like H.R. 11463, my bill would prohibit companies 
from providing Information on the religion or ethnic character of their em 
ployees, stockholders, and directors. Both bills also prohibit firms from refusing 
to do business with another firm on the basis of the boycott.

H.R. 5913 goes one step further than the Koch-Scheuer bill In prohibiting a 
firm from taking other actions to support the boycott including: (1) furnishing 
information on its hurineSH with n U>ycotted country; (2) furnishing informa 
tion on its business with other firms which do business with a boycotted coun 
try; (3) furnishing information on its investments In a boycotted country; and 
(4) refusing to do business with a boycotted country or Us citizens in response 
to a boycott demand.

All of these actions would constitute participation by American companies in 
the Arab Boycott, yet none are prohibited by H.R. 11408.

My reading of H.R. 4067, introduced by Congressman Bingham, is that it 
would encompass all of the actions listed aliove within Its general prohibition 
on actions "which have the effect of furthering or supporting restrictive trade 
practices or boycotts." Since the various prohibited activities are not specified, 
however, interpretation of the proposed amendment would lie up to the Com 
merce Department and ultimately to the courts. I believe it would be preferable 
for the Congress to spell out the activities it intends to outlaw as precisely as 
possible as provided for In H.R. 5913.

Several other provisions of H.R. 5913, not contained in either of the other 
bills, merit the attention of the Committee. First, the bill requires the Secretary 
of Commerce to suspend the exporting privileges of any company found to bft 
engaging in any of the prohibited acts. While raising the civil penalty from 
$1,000 to 910.000, as provided for in H.R. 11463. Is a good idea, such a fine will 
have little effect on most of the huge multinational corporations doing business
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In the Midd1 .- F"t«t. The threat of stronger punitive action is essential as a deter 
rent to illegal acts.

Second, the bill requires a full exchange of information and cooperation be 
tween the Department of Commerce and the Equal Employment Opportunity 
Commission BO that their resources can be Jointly brought to bear in the Investi 
gation of complaints and prosecution of violators. This exchange of Information 
should help both of these agencies to perform their duties more efficiently and 
without duplication.

In conclusion, Mr. Chairman, it IM clear that new legislation (H needed to com 
bat the Arab boycott within our own borders. The Export Administration Act, 
which already contains a definitive statement of American policy on this sub 
ject, is the mov appropriate vehicle for such legislation. I urge the Committee, 
as it consider*! the proposed extension of the Act, to adopt amendments to com 
bat the boycott. While I believe that the most effective approach is embodied in 
H.R. 5013. the Committee bus the good fortune of having l.efore it three good 
bills on this subject. I am hopeful that out of those bills and the deliberations 
of your Committee will emerge legixlation to excise the boycott cancer from our 
economy and restore to American commerce in Rome d??ree those principles of 
freedom and nondlscrimination which we espouse as a »»"*lon.

Chairman MORGAN. Thank you, Mr. Drinan. 
Mr. Lagomarsino. 
Mr. L^OOMARSINO. No questions. 
Chairman MORGAN. Mr. Rosenthal. 
Mr. ROBBNTHAL. No questions, Mr. Chairman. 
I want to commend our colleague for his long commitment to this 

subject.
Chairman MORGAN. Mr. Bingham. 
Mr. BIXOHAM. Thank you, Mr. Chairman.

APPLICATION OF U.S. LAW TO U.S. FOREIGN SUBSIDIARIES

I, too, would like to commend our colleague for his work in this field. 
I know of his deep interest.

I have one question. I know in the gentleman's bill, H.R. 5913, he 
provides, "It shall be unlawful for any U.S. exporter or any of its 
subsidiaries or affiliates * * *," and then he lists the prohibited 
practices.

My question is this: Do you feel that through American law the acts 
of a foreign company which is owned in part or in whole by an Amer 
ican company can be prohibited ?

Mr. DRINAN. I would think, Mr. Bingham, we probably have to 
insert there "a knowing act" by which they aid and abet the boycott 
in question.

You raise a good question, and I think that without bringing in the 
foreign counterpart or subsidiary you could vitiate the act.

At the same time they do have rights not to be blanketed in without 
their knowledge or consent.

Mr. BIXOHAM. I am not quite sure what the gentleman ib saying. Is 
he saying that the prohibition would have to lie in the parent company 
being involved in some way in the transaction directly!

Mr. DRIXAX. If I may go back directly, what precise page is that on?
Mr. BINGIIAH. Page 3, line 8.
Mr. DRIXAN [reading].
It shall be unlawful for any United States exporter or any of its subsidiaries 

or affiliates to engage in the following acte.
Mr. BIXOHAM. My question is, assuming tho subsidiary or affiliate 

is a fo/eign corporation, how oari we reach its actions under our crimi 
nal statutes?
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Mr. DRINAN. It would depend on the corporation law that controls 
the nature of that relationship by which this particular foreign sub 
sidiary, bank, or corporation is, in fact, related to the U.S. corporation. 
Insofar as it is dependent, insofar as it has some connection with 
American law, to that extent the American corporation under Amer 
ican law could render unlawful any of the acts proscribed.

Mr. BINGHAM. I think it's an important question. I commend the 
gentleman for introducing this thought which I don*t think appears 
in any of the other bills.

Without this, it might provide quite a loophole, but at the same time 
I think, presents us with some technical difficulties.

Mr. DRINAN. I agree with the gentleman. I learned more of the ram 
ifications of this question in the work of the subcommittee of Mr. 
Rosenthal. It was noted there that banks have foreign affiliates or sub 
sidiaries, *nd they were saying they were in no way under American 
control.

Those banks are growing in number in the Arab nations while 
diminishing very drastically in Israel.

Mr. BINGHAM. I thank the gentleman.
Chairman MORGAN. Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
I think it can be said the witness has been one of the fathers of the 

antiboycott movement in the House of Representatives and has been 
an inspiration to all of us concerned about events in that area of the 
world.

I have a few questions.
CONTRADICTION BKTWEEN PROHIBITING BOYCOTT COMPLIANCE AND

DISCLOSURE

First, you briefly touched in your testimony on the potential prob 
lem I had raised a little bit earlier concerning the potential conflict 
between the prohibition on participation in the boycott on the one 
hand and disclosure requirements on the other. I wonder as an at 
torney and member of the Judiciary Committee, could you elaborate 
on that, particularly in terms of whether such dual requirement might 
or might not be unconstitutional ?

Mr. DRINAX. The gentleman raised a very good question, and it 
seems to me if we are going to prohibit all these actions, then the sec 
tion of the Export Administration Act regulations which requires the 
reporting of these actions by American corporations is obsolete.

One could, nonetheless, state that these corporations must still report 
to the Commerce Committee any proposed boycotts or any boycott 
requests that they receive from the foreign nation but they could not, 
in my judgment, be required to stite that they had in fact accepted 
them in whole or in part because, if this were prohibited even under 
civil penalties, then it would be in violation of the letter or the spirit 
of the fifth amendment.

I am inclined to think we have to rethink the whole purpose of the 
Export Administration Act

That was a bold venture 11 years ago by the Congress of the United 
States. They foresaw at that time that the Arab economic boycott was 
carrying out an economic warfare against Israel that was insidious 
and very harmful to Israel and to the United States and they did not 
want American corporations to participate.
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Obviously that act was a compromise which has proven to be rela 
tively ineffective. Now if we want to prohibit thase acts, as I think the 
committee does, as I do, then I think we have to rethink that legisla 
tion and go back to square one.

Mr. SOLARZ. You don't think there would be a constitutional problem 
with requiring disclosure of requests for information but that there 
might be with respect to the disclosure of whether one actually 
participated ?

Mr. BmxAx. On the contrary, I think that, if an American agent or 
if an alien representing a foreign corporation is soliciting an Ameri 
can corporation to do something that is illegal or even criminal, then 
ther~ is some duty of reporting. In this particular act, soliciting is 
a crime.

PBOOF OF BOYCOTT COMPLIANCE '

Mr. SOLARZ. I wonder if you could comment on the problems of proof 
that would be involved in establishing that an American firm had 
actually complied with the boycott, in violation of this proposed law, 
given the very real possibility that a firm may not be doing business 
with Israel for its own reasons, completely unrelated to the boycott ?

Mr. DRIXAX. The problems of proof are, indeed, difficult. I am famil 
iar with an architectural firm charged under a State law related to this 
matter and the firm said they had never been asked to do anyi business 
in Israel, that if they were asked, they would consider it, but that they 
continued to do business with the Arab nations exclusively.

However, as I think as in all laws, these would be n tiny minority of 
the cases. The vast number of American corporations would, in fact, 
comply. It is my conviction that American corporations desire protec 
tion from the Arab economic boycott and that they would welcome 
a law that applies universally across-the-board that would give them 
all equal protection so that they would not feel that, if they don't sub 
mit to the economic boycott, one of their competitors would get the 
business.

Mr. SOLAR/. I am just trying to figure out how this would «x>rk in 
practice. We presume the boycott would not go out of existence. The 
Arab countries would still try to operate the boycott even with this 
legislation. In that case, wouldn't the corporations, in the Arab world 
with which they do business, say they are prohibited from signing 
contracts or statements stating that they won't do business with 
Israel—but sort of watch their annual financial report, and the Arab 
countries will not be unhappy. Then, if anybody from the Justice 
Department or Commerce Department asked them* whether they have 
complied with the Iwycott request, they say, no, absolutely not.

Then if asked why they don't do business with Israel, they can say, 
well, it is not logistically possible, or profitable.

Isn't it likely that is the kind of scenario that will develop ? And how 
does this legislation deal with that situation ?

Mr. DRIXAX. I don't think you can prevent that by legislation. That, 
after all. is a matter of proof nnd the enforcement of the law. We put- 
law certain specific actions and a pattern of conduct. After that, it is 
up to the law enforcement agencies.

However, if I may. there is a deener dimension to this because in 
the hearings conducted by Mr. Rosenthal it came out that Afr^an and 
Asian nations are participating in this boycott as well. By sympathy
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with or intimidation by the Arab nations, these countries more and 
more in the commercial and banking world are following the economic 
boycott against Israel and insisting that American corporations do so 
as well.

If we include only the Arab economic boycott, members of the 
Fourth World nations could aid and abet the Arab nations by using 
their name and their companies as a coverup.

DEGREE OF DETAIL OF LEGISLATION

Mr. SOLARZ. One final question, Mr. Chairman.
With respect to your observations concerning the desirability of 

spelling out in precise terms what kinds of participation in the boy 
cott would be prohibited, as a practical matter do you foresee any 
difficulty in including that language in the bill itself as compared to 
including language to that effect in the committee report?

Mr. DRINAN. Frankly, I would be inclined to put it in the bill since 
the enforcement activities and the aptitude for enforcement on the part 
of the Commerce Department have not been very effective. Therefore, 
we should not allow them a loophole.

It is open knowledge that the Commerce Department for many, 
many years was, in fact, aiding and abetting the Arab economic boy 
cott by sending out propaganda from Saudi Arabia, Kuwait, and other 
nations, to American corporations at taxpayers* expense.

If they have that tendency, they would he inclined to r j that the 
specifics I have in my bill would not l>e forbidden if we give them 
that opportunity.

Even if you do follow the technique of my bill, yon should nonethe 
less have a clause blanketing-in all other types of activities of that 
kind. I have such a clause in my bill.

Mr. SOLARZ. Mr. Chairman, I wonder if it would be in order to ask 
if some counsel available to the committee, presumably on the staff, 
but maybe in the Law Division of the Library of Congress, could per 
haps give the committee ft legal judgment about the constitutionality 
of including disclosure requirements in an amendment which also pro 
hibits participation 4

Mr. ROSENTIIAL. There is distinguished counsel sitting in the audi 
ence waiting to testify. They may have dealt with this issue and be 
able to make a valuable contribution.

Chairman MORGAN. Thank you, Mr. Drinan.
Our next witness is a Member of Congress from the State of New 

York.

STATEMENT OF HON. BELLA S. ABZTTG, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW TORE

Chairman MORGAN. It is an honor and privilege to welcome you 
back to this committee. Since you have been in Congress, you have 
testified in this room many times. We are glad to have you back.

Ms. ABZUG. Thank you, Mr. Chairman. As always, I appreciate the 
opportunity to appear before your committee, which, under your 
chairmanship and with its fine membership has made a significant 
contribution to our concerns as a Nation.

I ask unanimous consent to insert my entire statement into the record 
a', this time.
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Chairman MORGAN. Without objection, it is so ordered. 
Ms. ABZTTO. Thank you, sir.

U.B. ANTIBOYCOTT POLICIES

I am, of course, very concerned about the effect which a foreign 
boycott may have upon our domestic policy and business. The Govern 
ment Information and Individual Rights Subcommittee, which I chair, 
heard testimony last year on discriminatory assignment policies over 
seas by Federal agencies. These hearings spurred the White House to 
issue in November a "memorandum to the heads of executive depart 
ments and agencies," stating that exclusionary policies of the country 
to which a potential assignment is being considered "must not be a 
factor in any part of the selection process of a Federal agency."

In my opinion, President Ford 8 directive does not go far enough, 
in that it does not flatly prohibit Federal employees from providing 
information on their race, religion, or national origin when traveling 
abroad on official business.

The reason I say this is that in the course of these hearings, we 
heard testimony from representatives of the Treasury Department that 
they did not provide such information when applying for visas to 
Saudi Arabia and the Saudis made no objection to the omission. The 
point of this is that we give money and other forms of aid to countries 
such as Saudi Arabia, and they turn around and compel us to break 
our own laws and basic precepts in the process of giving the aid.

We must find a means to end the Arab boycott. In response to my 
letter, SEC Chairman Roderick Hills recently stated that American 
companies participating in the Arab boycott are required to disclose 
information on their participation in any instance where there is a 
"material adverse effect upon corporate income, assets (including good 
will), or profits."

I maintain that any participation, no matter how small the monetary 
amount, is of vital interest to investors and the public, and I have 
asked that the SEC disclose all information it has regarding actual 
participation by American companies and that it require all companies 
subject to the securities laws to make public disclosure of any participa 
tion in the Arab boycott on their part.

In another vein, I recently appeared before the Board of Governors 
of the Federal Reserve System to urge that their regulations imple 
menting the Equal Credit Act Amendments of 1976 make clear the fact 
that the legislation prohibits not only discrimination against an ap 
plicant for credit on the basis of his or her race, color, religion, or 
national origin, but also upon the basis of the race, color, religion, or 
national origin of those with whom the applicant deals.

STRONGER ANTIBOYCOTT MEASURES

I have cosponsored a bill, H.R. 11463, which only required dis 
closure, but I am rethinking my position on that question, particularly 
in light of some of the discussion that took place here today. Some of 
the proposals before the committee, including H.R. 11463, would only 
require that boycott participation be reported to the Government and 
then disclosed publicly. This is not enough. The international blacklir*. 
that Arab pressure has imposed on American business is a direct chal 
lenge to ideal" which our Nation has long protected and cherished, in 
cluding equality of opportunity and treatment regardless of race, 
religion, color, or national origin.
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An interesting thing came out when we held the hearings on the 
foreign assignment practices. We have laws on the books wliich pro 
hibit our Federal Government from discriminating against our own 
employees on the basis of race, color, or national origin, yet we are 
now violating our own l)»ws. For example, allowing Saudi Arabia not 
to issue a visa is an indirect way of allowing a government from the 
outside to cause our own Government to violate our laws.

Disclosure, I think, may not be sufficient to accomplish our objective. 
To counter this serious threat to free trade, legislation must be enacted 
along the lines of H.R. 5913, of which I arn a cosponsor, or the bill by 
Mr. Bingham, prohibiting discriminatory practices such as the Arab 
boycott of Israel and of Jewish individuals.

DISCRIMINATORY ASPECTS OF THE BOTCX)TT

The committee report on S. 3084, 8. Kept. 94-917, discusses the far- 
reaching effect of this boycott and the inability of existing law to 
counter its impact. Especially disturbing are tne instances cited of 
discrimination based solely upon Jewish association, or the fact that 
managers or board members of a company are of the Jewish faith.

Any general boycott on grounds such as these necessarily results in 
d crimination against Americans for reasons having nothing to do 
with international relations or disagreements between nations. The fact 
that the Arab countries apparently believe that any Jew is necessarily 
an active supporter of Israel does not in any way justify their boycott 
practices. And even with respect to Americans wno are not Jewish, pur 
laws should protect them from being compelled to discriminate against 
others for religious or similar reasons.

Americans should not be subjected or permitted to knuckle under 
to these tactics, which are utterly inconsistent with fundamental 
democratic principles. This sentiment was expressed by Congress in 
the original Export Administration Act of 1969, opposing domestic 
implementation of foreign boycotts.

It is time to put teeth into this policy by amending the act, as has 
been suggested l>efore this committee, to forbid any American or en 
tity doing business here from participating in any boycott based 
wholly or in part upon race, religion, or national origin, or a boycott 
fostered or imposed by any foreign country against another country 
friendly to the United States. Civil or criminal penalties should also 
bo included in the legislation.

The act must go beyond requiring reports of boycott activities if the 
domestic impact cf the A run or any other forei^Ti boycott is to be 
mitigated. We cannot permit our economy and policies to be ruled by 
the policies of other nations. The provisions of existing law do not 
mandate any action by the Secretary of Commerce which would ef 
fectuate the antiboycott policy of the act. Secretary Richardson, and 
Secretary Morton before him. have made it painfully clear that they 
lack the desire to effectuate this policy, and so, we must do what they 
lack the courage to do.

[The prepared statement of Ms. Abzug follows:]
PREPARED STATEMENT or HON. BELLA S. ABZUG, A REPRESENTATIVE IN CONGRESS 

FROM THE STATE or NEW YORK
Mr. Chairman, members of the committee, I am pleased to have the oppor 

tunity to appear before you this morning to present my views on the subject of 
foreign boycotts in general and the Arab boycott in particular.
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lam deeply concerned about the effect which a foreign boycott may have upon 
our domestic iwHcy and business. The Government Information and Individual 
Rights Subcommittee, which 1 chair, heard testimony last year on discriminatory 
alignment policies overseas by Federal agencies. These hearings spurred (he 
White House to issue in November a "Memorandum to the Heads of Executive 
Departments and Agencies", stating that exclusionary policies of the country 
to which a potential assignment is being considered "must not be a factor in any 
part of the selection process of a Federal Agency."'

In my opinion, President Ford's directive does not go far enough, in that it 
does not flatly prohibit Federal employees from providing information on their 
race, religion, or national origin when traveling abroad on official business. We 
heard testimony from representatives of the Treasury Department that they did 
not provide such information when applying for visas to Saudi Arabia and the 
Saudis made no objection to the omission. The point of this is that we give 
money and other forms of aid to countries such as Saudi Arabia, and they turn 
around and compel us to break our own laws and basic precepts in the process 
of giving the aid.

We must find a means to end the Arab boycott. In response to my letter, S.E.C. 
Chairman Hills recently stated that American companies participating in the 
Arab boycott are required to disclose information on their participation in any 
instance where there Is a "material adverse effect, upon corporate income, assets 
(including good will), or profits."

I maintain that any participation, no matter how small the monetary amount, 
in of vital interest to investors and the public, and I have asked that the SEC 
disclose all information It has regarding actual participation by American com 
panies and that It require all companies subject to the securities laws to make 
public disclosure of nny participation in the Arab boycott on their part.

In another vein, I recently appeared before the Board of Governors of the 
Federal Reserve System to urge that their regulations implementing the Equal 
Credit Act Amendments of 1076 make clear the fact that the legislation prohibits 
not only discrimination against an applicant for credit on the basis of hi« or her 
rnce, color, religion, or national origin, but also upon the basis of the race, color, 
religion, or national origin of those irith whom the applicant dealt.

Some cf the proposals before you would only require that boycott participa 
tion be reported to the Government and then disclosed publicly. This is not 
enough. The international blacklist that Arab pressure has imposed on American 
business is a direct challenge to ideals which our Nation has long protected and 
cherished, including equality of opportunity and treatment regardless of race, 
religion, color, or national origin. To counter this serious threat to free trade, 
legislation must be enacted along the lines of H.R. 7712, of which I am a co- 
sponsor, of the bill by Mr. Bingham, prohibiting discriminatory practices such 
as the Arab boycott of Israel and of Jewish individuals.

The committee report on S. 3084. S. Rep. 04-917. discusses the far-reaching 
effect of this boycott and the inability of existing law to counter its impact. 
Especially disturbing are the instances cited of discrimination based solely utmn 
Jewish association, or the fact that managers or board members of a company 
are of the Jewish faith.

Any general boycott on grounds surti as these necessarily result in discrimina 
tion against Americans for reasons having nothing to do with International re 
lations or disagreements between nations. The fact that the Arab countries ap 
parently believe that any Jew is necessarily an active supporter of Israel does 
not In any way Justify their boycott practices. And even with respect to Ameri 
cans who are not Jewish, our laws should protect them from being compelled 
to discriminate against others for religious or similar reasons.

Americans should not be subjected or permitted to knuckle under to these 
tactics, whlrh are utterly inconsistent with fundamental democratic principles. 
This sentiment was expressed by Congress in the original Export Administration 
Act of IftfiO. opposing domestic imnlementation of forelsm boycotts.

It is time to put teeth Into this policy by amending the Act fa) to forbid any 
American or entity doing business here from narticlnnting in any boycott based 
whollv or in part unon race, relieion, or national orifiin. or a boycott fostered 
or imposed by any foreign country against another country friendly to the United 
States, and fb) to reouire renortine and disclosure of any such participation. 
Civil or criminal penalties should also be Included in the legislation.

The Act muiit go beyond remit ring reports of boycott activities if tbe domestic 
impact of the Arab or anv other foreign boycott is tn be mitigated. We cannot 
permit our economy and policies to be ruled by the policies of ottfer nations. The
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provisions of existing law do not mandate any action by the Secretary of Com 
merce which would effectuate the antllmycott policy of the Act. Secretary 
Richardson, and Secretary Morton before him, have made it painfully clear that 
they lack the desire to effectuate this policy, and no, we must do what they lack 
the courage to do.

The amendment* to the Export Administration Act must directly attack the 
Arab efforts to dictate discriminatory practices and policies to Americans and 
American businesses. I am sensitive to the problem of distinguishing between 
the case where there Is participation in a boycott and the case where a lack of 
doing business in a given country is due to economic factors having no connection 
with a boycott. I do not think, however, that this problem is grounds for ignor 
ing the boycott or for failing to attack it as firmly and as directly as possible, 
namely, by an absolute prohibition of compliance with boycott demands.

It in time to face the invidious nature of foreign boycotts based upon such 
arbitrary factors as religious association. They have no place in this great 
country of ours, and we must enact legislation in tWs Congress which makes it 
clear that they have no place here. •

Chairman MORGAN. We will take a 10-miraite recess, Ms. Abzug, 
as we have to take a vote on the floor.

Ms. ABZUG. Unless the committee has some questions, I would like 
to go back to niy own committee hearing when I leave here and vote.

Mr. BINOIIAM. I have no questions.
Chairman MORGAN. Wo thank you then, Ms. Abzug, for coming 

today.
Mr. SOLARZ. I will ask you in the cloakroom.
Chairman MORGAN. Thank you.
Ms. ABZHJ. I am trying to expedite the work of this committee.
Chairman MORGAN. We will return in 10 minutes.
f A recess was taken at 11 :lOa.m.]
Chairman MORGAN. The committee will come to order, pleaso.
Our next witness is the very distinguished Member of Congress, 

a member of the Appropriations Committee, from the great State of 
New York, Mr. Edward Koch.

STATEMENT OF HON. EDWARD I. KOCH, A REPEESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW TORE

Mr. KOCH. Thank you, Mr. Chairman.
What I would like to do is file my formal statement and make 

some, hopefully, brief comments because I know that there are a 
number of witnesses who have come here to testify besides Members 
of Congress and I want to afford them time.

Chairman MORGAN. With objection, your statement will lie made a 
permanent part of the record.

LEGISLATIVE PROPOSALS

Mr. KOCH. First. I would like to point out that there are two 
Koch-Scheuer bills—one has been discussed that relates to the tertiary 
boycott, reporting1, disclosures and other aspects. That bill, H.R. 
11463. Las the oosponsorship of 75 other Members of Congress. And 
there is a second bill which Congressman Scheuer and I introduced 
on April S>, H.R. 13151, which explicitly outlaws the secondary boy 
cott as wel.' as the tertiary, and also has the reporting requirements 
and other previsions of H.R. 11463.

I would like to make both of those bills part of the record.
[The texts of H.R. 11463 and H.R. 13151 follows:]
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MTH CONGRESS
2DSEM10N RR. 11463

IN THE HOUSE OF REPRESENTATIVES
JANUARY 22,1978

Mr. KOCH (for himself, Ms. ABSUO, Mr. Amu MO, Mr. BAMU/>, Mr. BLANCH/w>, 
Mr. BftODHKAD, Mr. CARNEY, Mrs. CHIBHOLM, Mr. DOWNXT of New York, 
Mr. EILBERO, Mr. Fumio, Mr. FRAME*, Mr. GILMAW, Mr. GONEALEZ, Mr. 
HARKINOTOM, MB. HOLTZMAN, Mr. LRHMAN, Mr. LEVITAS, and Mr. LONG 
of Maryland) introduced the following bill; which was referred jointly 
to the Committees on International Relations and Interstate and Foreign 
Commerce

A BILL
To amend the Export Administration Act of 1969 to strengthen 

the antiboycott provisions of such Act, to amend the Securi 

ties Exchange Act of 19,'M to enhance investor disclosure 

provisions of that Act, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tines of the United States of America in Congress assembl**!,

3 TITLE I-FOREIGN BOYCOTTS

4 HKC. 101. This title mny he cited as the "Foreign Boy-

5 ootts Act of 1975".

6 SEC. 102. (a) Section 3(5) (A) of the Export Admin-

7 fetation Act of 1969 (hereinafter in this title referred to as

8 the "Act") is amended hv inserting immediately after
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1 "United States" the following: "or against any domes' :c

2 concern".

3 (b) Section 3 (5) (B) of the Act is amended l>y ii>r,ert-

4 ing immediately after "United States" the following: "or

5 against any domestic concern".

G SEC. 103. (a) Section 4(b) (1) of the Act is amended

7 by striking out the next to the last sentence.

8 (b) Section 4 (b) of the Act is amended by redesignnt-

9 ing paragraphs (2) through (4) and any cross references

10 thereto as paragraphs (3) through (5), respectively, and

11 inserting after paragraph (1) a new paragraph (2) as

12 follows :

13 " (2) (A) Pursuant to such rules and regulations as he

14 may deem necessary and appropriate, the Secretary of Com-

1«") merce shall implement the provisions of section 3 (5) of this

16 Act.

17 "(B) Such rules and regulations shall require that any

18 domestic concern which receives a request i'cr the furnishing

19 of information, the signing of agreements, or the taking of

20 any other action referred to in section 3 (5) of this Act, shall

21 transmit to the Secretary of Commerce a report stating that

22 such request was received, together with such other iuforma-

23 tion concerning such request as the Secretary may require for

24 such action as he may deem appropriate for carrying out the

25 purposes of that section. Such report shall also state whetLer
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	3

1 such concern intends to comply with such request. Any rc-

2 port filed pursuant to this subparagraph after the enactment

3 of the Foreign Boycotts Act of 1975 shall be made available

4 promptly for public inspection and copying, and the Secre-

5 tary of Commerce shall transmit copies thereof to the Secrc-

6 tary of State on a periodic bnsis for such action as the Sec'rc-

7 tary of State, in consultation with the Secretary of Commerce,

8 may deem appropriate for carrying out the purposes of sec-

9 tion.3(5) of this Act.

10 "(C) Rule,* and regulations implementing such provi-

11 sions shall also prohibit each domestic concern from (i)

12 furnishing information regarding the race, religion, sex, or na-

13 tional origin of that concern's or of any other domestic con-

14 cern's, directors, officers, employees, or shareholders to or

15 for the use by any foreign country, national, or agent thereof

16 where such information is sought for the purpose of en-

17 forcing or implementing restrictive trade practices or boy-

18 cotts against a country friendly to the United States or

19 against any domestic concern, or (ii) refusing to do business

2Q with any other domestic concern or person pursuant to an

21 agreement with, requirement of, or a request from, or on

22 behalf of, any foreign country, national, or agent thereof
23 made or imposed for the purpose of enforcing or implement-

24 ing restrictive trade practices or boycotts against a country

25 friendly to the United States or ngainst any domestic con-
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1 cern. Any civil penalty imposed under this Act for a viola-

2 tion of rules or regulations issued under clause (ii) of the

3 preceding sentence may be imposed only after notice and

4 opportunity for an agency hearing on the record in accord-

5 apce with sections 554 through 557 of title 5, United States

6 Code.".

7 SBC. 104. (») Section 6(c) of the Act is amended—

8 (I) by striking out "The head" and inserting in lieu

9 thereof "Except »s otherwise provided in the second sen-

10 tence of this subsection, the head"; and

11 (2) by adding at the end thereof the following:

12 "The head of any department or agency exercising any

13 functions under this Act, or any officer or employee of

14 such department or agency specifically designated by the

15 head thereof, may impose a civil penalty not to exceed

16 $10,000 for each violation of section 4{b) (2) of this

17 Act or of any rule or regulation issued thereunder, either

18. in addition to or in lieu of any other liability or penalty

19 which may he imposed. Any charging letter or other

20 document initiating proceedings by the Secretary of

21 Commerce after enactment of the Foreign Boycotts Act

22 of 1975 for the imposition of sanctions for violations of

23 section 4 (b) (2) of this Act shall be made available for
24 public inspection and copying.".

25 (b) Section 7 (c) of the Act is amended by striking the
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1 word "No" at the beginning thereof and inserting in lieu

2 thereof the following: "Except us otherwise provided by

3 this Act, no".

4 Sue. 105. Section 10 (b) of the Act is amended by add-

5 ing at the end thereof a uew paragraph (3) as follows:

6 "(3) Each such quarterly report shall also contain a

7 description of actions taken by the President and the JSecre-

8 tary of Commerce to effect the policy of section 3 (5) of this

9 Act.".

!0 SEC. 106. Section 11 of the Act i« amended by adding

11 at the end thereof the following: "The term 'domestic con-

12 eern' as used in this Act shall include bunks and other finan-

13 cial institutions, insurers, freight forwarders, and shipping

14 companies organized under the laws of the United States

15 or of any State or any political subdivision thereof.".

16 TITLE II-DISCLOSURE

17 SBC. 201. This title may be cited as the "Domestic and

18 Foreign Investment Improved Disclosure Act of 1975".

19 SEC. 202. Section 13 (d) (1) of the Securities Exchange

20 Act of 1934 (15 U.S.C. 78m) is amended to read as

21 follows:

22 "(d) (1) Any person who, after acquiring directly or

23 indirectly the beneficial ownership of any equity security of

24 a class which u registered pursuant to section 12 of this

?<& tide, or any equity security of an insurance company which

26 would hrve been required to be so registered except for the
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1 exemption contained in section 12 (g) (2) (Q) of this title,

2 or any equity security issued by a clos'ed-end investment

3 company registered under the Investment Company Act of

4 1940, is directly or indirectly the beneficial owner of more

5 than 5 per centum of such class shall, within ten days after

6 such acquisition, send to the issuer of the security at its prin-

7 cipal executive office, by registered or certified mail, send to

8 each exchange where the security is traded, and file with the

9 Commission, a statement containing such of the following in-

10 formation, and such additional infonnation, as the Coinmis-

11 ,s!on, by rule, may prescril>e as necessary or appropriate in

12 the public interest or for the protection of investors—

13 "(-M the background, identity, residence, and na-

14 tionality of, and the nature of such beneficial ownership

15 by, such person and all other persons by whom or on

16 whose behalf the purchases have been or are to be

17 effected;

18 "(B) the source and amount of the funds or other

19 consideration used or to be used in making the purchases,

20 and if any part of the purchase price or proposed pur-

21 chase price is represented or is to be represented by funds

22 or other consideration borrowed or otherwise obtained

23 for the purpose of acquiring, holding, or trading such

24 security, a description of the transaction and the names of

25 the parties thereto, except that where a source of funds is

74-711 0-74-11
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1 a loan made in the ordinary course of business by a bank,

2 as defined iu section 3 (a) (6) of this title, if the person

3 filing such statement so requests, the name of tin; bunk

4 shall not be made available to the public;

5 "(C) if the purpose of the purchases or prospective

(> purchases is to acquire control of the business of the

7 issuer of the rocurities, any plans or proposals which such

8 persons nmj .iave to liquidate such issuer, to sell its

9 assets to or merge it with any other persons, or to make

10 any other maj'or change in its business or corporate

11 structure;

12 " (D) the number of shares of such security which

13 are beneficially owned, and the number of shares con-

14 ceruing which there is a right to acquire, directly or

15 indirectly, by (i) such person, and (ii) by each asso-

16 ciaUs of such person, giving the background, identity,

17 residence, and nationality of each such associate; and

18 "(E) information as to any contracts, arrange-

19 ments, or understandings with any person with respect

20 to any securities of the issuer, including but not limited

-I to transfer of any of the securities, joint ventures, loan

22 or option arrangements, puts or calls, guaranties of loans,

23 guaranties against loss or guaranties of profits, division

24 of losses or profits, or the giving or withholding of

25 proxies, naming the persons with whom such contracts,
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1 arrangements, or understandings have been entered into,

2 and giving the details thereof.".

3 SEC. 203. Section 14 of the Securities Exchange Act of

4 1934 (15 I'.S.C. 78n) is amended by adding at the end

5 thereof the following new subsection:

6 " (g) (I) (A) Every holder of record on one-tenth of 1

7 per centum of any security of a class described in section 13

8 (d) (1) of this title holding such security for the account of

9 another person shall file reports with the issuer of such secur-

10 ities in such form, at such times, and containing such infor-

11 niation with respect to the identity, residence, and national-

12 ity of the beneficial owner of sach securities as the Corn- 

13 mission, by rule, may prescribe.

14 " (B) Every person for whom n second person is hold-

15 ing one-tenth of 1 per centum of any security of a class

16 described in section 13(d) (1) of this title who, in turn, is
	*

17 holding such securities for the account of a third person shall

18 file reports with such second person in such form, at such

19 times, and containing such information with respect to the

20 identity, residence, and nationality of the beneficial owner of

21 stu-h securities as the Commission, by rule, may prescribe.

22 " (2) Every issuer of a security of a class described in

23 section 13 (d) (1) of this title shall maintain in such form as

24 the Commission, by rule, may prescribe a reasonably current

25 list of the identity, residence, and nationality of the bene-
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1 ficial owners of the securities of each such class. Every such

2 issuer shall file such list, or any specified part thereof, with

3 the Commission at such times as the Commission, by rule,

4 m?y prescribe, but in no event shall such list or specified part

5 thereof be filed less frequently than annually or more fre-

6 quently than quarterly.

7 "(3) In exercising its authority under this subsection,

8 the Commission shall determine (and so state) that its action

9 is necessary or appropriate in the public interest or for the

10 protection of investors.

11 "(4) For purposes of this subsection, a person is a

12 'beneficial owner' of a secnnty if he, directly or indirectly,

13 through any contract, arrangement, understanding, or rela-

14 tionship (whether legal, economic, or otherwise) has or

15 shnres the power to (A) direct the voting of such securily,

16 or (B) sell, prevent sale, or otherwise dispose of the

17 security.".

18 SEC. 204. Section 21 (d) of the Securities Exchange

19 Act, of 1934 (15 IJ.S.C. 78u) is amended by removing the

20 period at the end of the first sentence and inserting the follow-

21 ing: "together with such ancillary relief as such court may,

22 in its discretion, deem necessary or appropriate. In any action

23 to enjoin violations of, or to enforce compliance with, section

24 13 (d), 13 (f) 14 (d), or 14 (g) of this title, and, without

25 in any way limiting the discretion or authority of such court,
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1 the court may, in its discretion, on such terms and conditions

2 as it deems appropriate, grant ancillary relief providing for

3 (A) restrictions on transfers with appropriate notice to the

4 transfer agents registered for the securities, (B) revocation

5 or suspension, temporarily or permanently, of the right to

G vote or control the vote of any securities with respect to

7 which the reporting requirements of such sections have heen

8 or are l>eing violated, (C) prohibtion of payment or im-

9 ponndment of dividends on any such securities; or (D)

10 public sale of such securities with remittance of the proceeds

jl therefrom, less expenses, to the owners of record thereof.".

12 SEC. 205. Section 15 (c) of the Securities Exchange

13 Act of 1934 (15 U.S.C. 780 (c)) is amended hy inserting at

H the end thereof the following new paragraph:

15 "(7) No broker, dealer, or bank shall, in contravention

36 of such rules as the Commission may prescribe as necessary

17 or appropriate in the public interest, for the protection of

18 investors, or otherwise in furtherance of the purposes of

19 this title, make use of the mails, or any veans or instrnmen-

20 tality of interstate commerce, to effect any transaction in,

21 or to induce or attempt to induce the purchase or sale of,

22 any security of a class described in section 13 (d) (1) of this

23 title where such broker, dealer, or bank knew, or in the
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1 exercise of reasonable care should have known, that informa-

2 tion with respect to any beneficial owner of such security

3 has not been filed with the issuer in accordance with section

4 14 (g) of this title.".
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94m CONGRESS 
2o SESSION H. R. 13151

IN THE HOUSE OF REPRESENTATIVES
Ann, 9,1976

Mr. KflCM (for hitnMlf and Mr. ScHEtnm) intnxluoed the following faHl; wtiiclr 
was referred jointly to the Committees on International Relation*, and 
Interstate and Foreign Gomnuroe

A BILL
To amend the Export Administration Act of 1989 to

the ant;'ooycott provisions of such Act, to> amend the Securi 
ties Exchange Act of 1934 to enhance investor disclosure 
provisions of that Act, and for other purposes.

1 Be it enacted by the Senate and'Route of Representa-

2 fives of the United States of America in Congress assembled',

3 TITLE i—FOREIGN BOYCOTTS
4 SEC. 101. This title may be cited as the "Foreign

5 Boycott* Act of 1976".

6 SBC. 102. Section 3(5) of the Export Administration

7 Act of 1969 (hereinafter in this tide referred to as the"

8 "Act") is amended to read as follows:

9 " (5) It is the policy of the United States (A) to oppose
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1 restrictive trade practices or boycotts fostered or imposed

2 by foreign countries against other countries friendly to the

3 United States or against any domestic concern, (B) to

4 prohibit domestic concerns engaged in the export of articles,

5 materials, supplies, or information from taking any action,

6 including the furnishing of information or the signing of

7 agreements, which has the effect of furnishing or supporting

8 the restrictive trade practices or boycotts fostered or imposed

9 by any foreign country against another country friendly to

10 the linked States or against any domestic concern, and (C)

11 to foster international cooperation and the development of

12 international rules and institutions to assure reasonable access

13 to world supplies.".

1* SBC. 103. (a) Section 4 (b) (1) of the Act is amended

15 by striking out the next to the last sentence.

16 (b) Section 4(b) of the Act is amended by redesignat-

17 iug paragraphs (2) through (4) and any cross references

18 thereto as paragraphs (3) through (5), respectively, and

19 inserting after paragraph (1) a new paragraph (2) as

20 follows:

21 "(2) (A) Pursuant tc ^uch rules and regulations as he

22 may deem necessary and appropriate, the Secretary of Corn- 

23 merce shall implement the provisions of section 3 (5) of this

24 Act

25 " (B) Such rules and regulations shall require :hat any
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1 domestic concern which receive a request for the furnishing
2 of information, the signing of agreements, or the taking of
3 any other action referred to in section 3 (5) of this Act, shall
4 transmit to the Secretary of Commerce a report stating that
5 such request was received, together with such other informa-
6 tion concerning such request as the Secretary may require for
7 such action as he may deem appropriate for carrying out the
8 purposes of that section. Such report shall also state whether
9 such concern intends to comply with such request Any re-

10 port filed pursuant to this subparagrapb after the enactment
11 jf the Foreign Boycotts Act of 1975 shall be made available
12 promptly for public inspection and copying, and the Secre-
13 tary of Commerce shall transmit copies thereof to the Secre-
14 tary of State on a periodic basis for auoh action as the
15 Secretary of State, in consultation with the Secretary of
16 Commerce, may deem appropriate for carrying out the pur-
17 poses of section 3 (5) of this Act.
18 "(0) Rules and regulations implementing snob provi*
19 dons shall also prohibit each domestic concern from (i)
20 furnishing information regarding the race, religion, sex, or
21 national orgin of that concern's or of any other domestic
22 concern's, directors, officers, employees, or shareholders to or.
23 for the use by any foreign country, national, or agent thereof
24 where such information is sought for the purpose of en-
25 forcing or implementing restrictive trade practices or bojjr-
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again* « tfptmtoy friendly to Ike United States or 

2 *|Mm any domestic concern, (ii) refusing to -do basinets 

9 with any «4her domestic concern or .person pursuant to an 

4 itipeeiaent iwith, Mqauenent of, or a reqteat from, or en 

^ befadf df, «ny lereigu coontry, mtional, or tgent thereof

D BDM^e or impMMl for the jKxrpow erf enforcing or infteiedt-
iv-y

7 fog •Mfcnetive tnie prMiees or boycott* against« country
8 fiMnaty t« the United Stateg or against any doosertio con-

g cm, «t (ai) refusing to do btumeas with a country friendly

M lo «h« Uaited8ta*i« or national thereof ponoant to an agree-

11 «e>t *kb, requirement trf, or request from, or on behalf of,

12 any «tfcer foreign ooontry, national, or agent thereof made

IS «r tapOHed fer Ae ptrpaw of enforcing or implementing

14 mtrietiTe trade practices or boyootttf against a ooontrf

15 Meadty to die United States or against any domestic con-

10 cera. Any «iyH peaalty impoaed under this Act for a viola-

17 tion of rules or regulations issued aider clause (ii) or (ii)}

18 ef the preoedng MBflence may be imposed only after notice

19 aad opportraity for an agency hearing on the record in

20 accordance with ycthni 664 through 567 of title 5, United

21 States Code.".
22 Bio. 104. (a) Section 0 (c) of the Act is amended—

23 (1) by jinking out "The head" and inserting in lieu

24 thereof "Ex *tpt as otherwise provided in the second sen*

03 tence of this subsection, the head"; and
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1 (2) by adding at the end thereof the following:
2 "The bead of any department or agency exercising any
3 functions under this Act* or any officer or employee of
4 such department or agency specifically designated by the
5 head thereof, may impose a civil penalty not to exceed
6 $10,000 for eat* violation of section 4(b) \2) of this
7 Act or of any rule or regulation issued thereunder, either
8 in addition to or in lieu of any other liability or penalty
9 which may be impmed. Any charging letter or other

10 document initiating proceedings by the Secretary of
11 Commerce after enactment of the Foreign Boycotts Act
12 of 1975 for the imposition of sanctions for violations of
13 section 4 (b) (2) of this Aet shall be made available for
14 public inspection and copying.".
15 (b) Section 7 (c) of the Aet is amended by striking tb«
19 word "No" at the beginning thereof and inserting in lieu,
17 thereof the following: "Except as otherwise provided by
18 this Act, no".
19 SBC. 105. Section 10 (b) of the Act is amended by add*
20 ing at the end thereof a new paragraph (3) ac follows:
21 " (3) Each such quarterly report shall also contain a.
22 description of actions taken by the President and the Seen**
23 tory of Commerce to effect tt J policy of section 3(5) of this 

?• Act.". ; 
	SBC. 106. Section 11 of the Act is amended by adding
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1 at the end thereof the following; "The term 'domestic eon-
o cam' u owd in this Act dull include banks and other finan- t
3 cial institations, insurers,, freight forwarders, and shipping
4 companies organized under the laws of the United States
5 or of any State or any political subdivision thereof.".

6 TITLE IE-DISCLOSURE
7 8sc. 201. This title may be cited as the "Domestic and
9 Foreign Investment Improved Disclosure Act of 1975".
9 SBO. 202. Section 13 (d) (1) of the Securities Exchange

10 Act of 1934 (15 U.8.C. 78m) is amended to read as
H follows:
12 "(d) (1) Any person who, after acquiring directly or
13 indirectly die beneficial ownership of any equity security of
14 a class which is registered pursuant to section 12 of this
15 title, or any equity security of an insurance company which
16 would have been required to be so registered except for the
17 exemption contained in section 12 (g) (2) (G) of this tide,

lg or any equity security issued by a closed-end investment
19 company registered under the Investment Company Act of
20 1940, is directly or indirectly the beneficial owner of more

21 than 5 per centum of such class shall, within ten days after
22 nioh acquisition, send to the issuer of the security at its prin-
23 cipal executive office, by registered or certified mail, send to
24 each exchange where the security is traded, and file with the
25 Commission, a statement containing such of the following
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1 information, and such additional information, as the Com-
2 mission, by rale, may prescribe as nece««ary or appropriate
3 in the public interest or for the protection of investors—
4 " (A) the background, identity, residence, and na-
5 tionality of, and the nature of such beneficial ownership
6 by, such person and all other persons by whom or on
7 whose behalf the purchases have been or are to be
8 effected;
9 " (B) the source and amount of the funds or otbp

10 consideration used or to be used b making the purchases,
11 and if any part of the purchase price or proposed pur-
12 chase price is represented or is to be represented by fond*
13 or other consideration borrowed or otherwise obtained
14 for the purpose of acquiring, holding, or trading such
15 security, a description of the transaction and the names of
18 the parties thereto, except that where a source of funds is
17 a loan made b the ordinary course of business by a bank,
18 as defined in section 8 (a) (6) of this tide, if the person
19 filing such statement so requests, the name of the bank
20 shall not be made available to the public;
21 "(0) if the purpose of the purchases or prospective
22 purchases is to acquire control of the bnsbess of the
23 issuer of the securities, any plaM or proposals which such
24 persons may have to liquidate such issuer, to sell to
25 assets to or merge it with any other persons, or to make
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1 any other major change in its business or corporate

2 structure;

3 " (D) the number of shares of such security which

4 are beneficially owned, and the number of shares con-

5 cerning which there is a right to acquire, directly er

6 indirectly, by (i) such person, and (u) by each asso-

2 fliate of such person, giving the background, identity,

8 residence, and nationality of each such associate; and

9 "(£) information u to any contracts, arrange-

10 ments, or understandings with any person with respoet

11 to any securities of the issuer, including but not limited

13 to transfer of any of the securities, joint ventures, loan

18 or option arrangements, pata or cans, guaranties of loans,

14 guaranties against losa or guaranties of profits, division

15 of losses or profits, or the giving or withholding of

16 proxies, anting the persona with whom such contracts,

17 arrangements, or understandings have been entered into,

18 and giving the details thereof.".

19 Sic. 308. Section 14 of the Securities Exchange Act ej

20 1934 (15 U.8.C. 78n) is amended by adding at <he emd

XL thereof the followuif newsabseetion: .

32 " (f) (!) (A) Every holder of record on one-tenth of 1

83 per centum of any security of a class described in section 18

34 (d) (1) of this title holding such security for die account of

25 another person shall file reports with the issuer of tuch secu-
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1 rities in such form, at such times, and containing such infor-

2 mation with respect to the identity, residence, and national-

3 ity of the beneficial owner of such securities as (fee

I Commission, by rale, may prescribe.

5 " (B) Every person for whom a second person is hold-
$ ing one-tenth of 1 per centum of any security of a class

7 described L section 13 (d) (1) of this tkle who, in turn, is

8 boldmg such securities for the account of a third person shall

9 file reports with such second person in such form, at such
10 times, and containing sudh information with respect to the

11 identity, residence, and nationality of the beneficial owner d
12 such securities as the Commission, by rule, may prescribe.

18 " (3) Every issuer of a security of a class described U
14 section 18 {d) (1) of this tide shall maintain in such form M
18 the Commission, by rule, may prescribe a reasonably onrreftt
16 list of the identity, residence, and natioftaUty of the bene*
17 ficial owners of the securitus of each such class Every such
18 issuer shall file such list, or any specified part thereof, with
II the Commission at such times as the Commission, by rote*
20 may prescribe, bat in no event shall inch fist or specified
21 part hereof be filed less frequently than annually or more
2) frequently than quarterly.
23 "(8) In exorcising its authority under mis ffubseotioft,

24 the Commission shall determine' (and so state) that its action
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1 is necessary or appropriate in the public interest or for the

2 protection of investors.

3 "(4) For purposes of this subsection, a, person is a

4 'beneficial owner' of a security if he, directly or indirectly,

5 through any contract, arrangement, understanding, or re-

6 lationship (whether legal, economic, or otherwise) has or

7 shares the power to (A) direct the voting of such secu-

8 rity, or (B) sell, prevent sale, or otherwise dispose of the

9 security.".

10 SEC. 204. Section 21 (d) of the Securities Exchange

11 Act of 1934 (15 U.8.0. 78u) is amended by removing the

12 period at the end of the first sentence and inserting the fol-

13 lowing: "together with such ancillary reh'ef as such court

14 may, in its discretion, deem necessary or appropriate. In

15 any action to enjoin violations or, or to enforce compliance

16 with, section 13(d), 13(f), 14(d), or 14(g) of this title,

17 and, without in any way limiting the discretion or authority

18 of such court, the court may, in its discretion, on such terms

19 and conditions as it deems appropriate, grant ancillary relief

20 providing for (A) restrictions on transfers with appropriate

21 notice to the transfer agents registered for the securities, (B)

22 revocation or suspension, temporarily or permanently, of the

23 right to vote or control the vote of any securities yith ra-

24 spect to which the reporting requirements of such sections

25 have been or are being violated, (C) prohibition of payment
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1 or impoundment of dividends on any such securities; or (D)

2 public sale of puch securities with remittance of the pro-

3 ceeds therefrom, less expenses, to the owners of record

4 thereof.".

5 SBC. 205. Section 15 (c) of the Securities Exchange

6 Act of 1934 (15 U.8.C. 780 (c)) is amended by inserting

7 at the end thereof the following new paragraph:

8 " (7) No broker, dealer, or bank shall, in contravention

0 of such rules as the Commission may prescribe as necessary

10 or appropriate in the public interest, for the protection of

11 investors, or otherwise in furtherance of the purposes of

12 this title, make use of the mails, or any means or instrumen-

13 tality of interstate commerce, to effect any transaction in, or

14 to induce or attempt to induce the purchase or sale of, any

15 security of a class described in section 13 (d) (1) of this

16 title where such broker, dealer, or bank knew, or in the exer-

17 cise of reasonable care should have known, that information

18 with respect to any beneficial owner of such security has not

19 been filed with the issuer in accordance with section 14 (g)

20 of this title.".

T4-TT1 O - ti - 13
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MORALITY IN U.S. POLICY

Mr. KOCH. I would like to compliment the members of your com 
mittee for their work on this subject and my good, close friend, 
Congressman Rosenthal, for his masterful presentation. I say that 
without hesitation. He laid out the facts in a brilliant statement, and 
there is little that can be added in documentation to that which he 
brought to the attention of the committee.

I would like to highlight some of the points previously raised, and 
try to raise some other aspects apart from the facts which Congress 
man Rosenthal stated so brilliantly.

First, without going into the secondary boycott and the tertiary 
l>oycott, there is, Mr. Chairman, a question of morality, not just legal 
ity, ami the morality is this. One, with respect to the tertiary boycott, 
shall we permit a foreign power to tell one American businessman that 
lie or she must discriminate against another American businessman?

That is intolerable. I fhinn that we are beyond debating that; 
there can't be anyone in this Congress who would permit that.

With respect to the secondary boycott, I think we in Congress have 
expressed ourselves, as has been pointed out under the prior Export 
Administration Act, that we ought not to permit secondary boycotts. 
Unfortunately, that is just a statement of policy.

The, second Koch-Scheuer bill which I mentioned and other similar 
legislation, including Congressman Rosenthal's amendment deal with 
that aspect.

LETTER TO ARMED SERVICES PROCUREMENT REGULATOR

Why is it essential that this committee deal with boycotts?
On April 9, I sent a letter to the Armed Services Procurement 

Regulation Committee, chaired by Col. Ronald Obach, and I will 
read just a paragraph from it. I said to him:

It has come to our attention that Federal procurement funds hare been 
paid to companies violating the policy net forth in Section 3 of the Export 
Administration Act, which declares it to be the policy of the United States—

And here I quote:
"To oppose restrictive trade practices or boycotts fostered or imposed by 

foreign countries against other countries friendly to the United States." As 
members of the Congress of the United States, which has primary re«|»onsi- 
billty under the Constitution for the expenditure of federal funds, we cannot 
tolerate the award of government contracts and the payment "f federal procure 
ment funds to companies that choose to violate the ixilicy stated in Section 3 
of the Export Admlnl«fr' Mon »"* o-ro-.i-r- h • jj n<vprd of government 
contracts and payment of such funds wouid directly promote the violation of 
that policy.

That letter was signed by 64 Members of Congress, and an addi 
tional 10 have subsequently signed a followup letter on the same 
subject.

[The let t-r referred to follows:]
CONGRESS or THE UKITED STATES,

HOUSE OF REPRESENTATIVES, 
Washington, D.C., April 9, 1976. 

Col. RONALD M. OBACH, 
Chairman, A8PR Committee, Pentagon, 
Washington, D.C.

DEAR SIR : It has come to our attention that federal procurement funds have 
been paid to companies violating the policy set forth in Section 8 of the Export
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Administration Act which declares it to be the policy of the United States 
"to oppose restrictive trade practices 01 boycotts fostered or imposed by foreign 
countries against other countries friendly to the United States." As Members 
of the Congress of the United States, which has primary responsibility under 
the Constitution for the expenditure of federal funds, we cannot tolerate the 
award of government contracts and the payment of federal procurement funds 
to companies thit choose to violate the policy stated in Section 3 of the Export 
Administration Act, especially when the award of government contracts and 
the payment of auch funds would directly pi ..mote the violation of that policy.

Any United States company that agrees to honor trade conditions which 
have the effect of furthering or supporting restrictive trade practices or boy 
cotts against countries friendly to the United States is in direct violation of 
important and express policies of the United States. Government contractors 
are the recipients of important government benefits and have a special obligation 
not to violate the state policies of this nation. The federal procurement statutes 
expressly recognize that obligation, and require that government contracts be 
awarded only to contractors who are "responsible." 10 U.S.C. § 2305. The par 
ticipation of a United States i;ovornmeut contractor, even passively, in efforts 
by foreign nationals to effect boycotts against other foreign countries friendly 
to the United States is, in our view, a clear misuse of the privileges and benefits 
conferred upon government contractors. Such a contractor cannot be considered 
"responsible," as that term is used in the procurement statutes.

The award of contracts to such companies is also a clear abdication of gov 
ernment responsibility. The federal procurement statutes explicitly require that 
government contract awards be made only if it is determined that they are 
"most advantageous to the United States" and "in the public Interest." 10 U.S.C. 
8 230T). Those mjuired determinations cannot lie made with regard to contracts 
awarded to companies which deliberately violate the national policy against 
the boycott of friendly nations.

This government is committed by the Export Administration Act "to oppose" 
efforts by foreign nationals to effect boycotts against other foreign countries 
friendly to the United States, and "to encourage" domestic companies "to refuse 
to take any action" which has the effect of furthering such boycotts. By award- 
Ing government contracts and paying federal procurement funds to a contractor 
who has chosen to violate the national policy against boycotts of friendly nations, 
the government would fail to meet its express obligation of encouraging com 
pliance with that importunt national policy. More importantly, by providing 
federal funding and assistance to such a contractor, the government would 
directly encourage and support the violation of that policy. This it may not do.

Accordingly, we request that the procurement regulations be amended im 
mediately in the manner set ore below to assure that United States government 
expenditures shall not be used in violation of the clearly stated statutory policies 
of this nation.

Additional provisions to the Armed Services Procurement Regulations:
K 1-116.—Compliattcc icith the Export Admin *f ration Act

(a) The Export Administration Act of 1969, BO U.S.C. App. 8 2402 (5), 
declares that: "It is the policy of the United States (A) to oppose restrictive 
trade practices or boycotts fostered or Imposed by foreign countries against 
other countries friendly to the United Siutf?, and (B) to encourage and request 
domestic concerns ... to refuse to take any action, including the furnishing 
of information or the signing of agreeme) N. which has the effect of furthering 
or supporting the restrictive trade practice or boycotts fostered or Imposed by 
any foreign country against another couni i*y frlenmy to tie United States."

(b) To implement this policy of the United States, the clause in 7-103.JW 
shall be included In (i) all invitations for bids, (ii) all requests for proposals, 
and (ill) all contracts (including contracts result'"? from unsolicited proposals>
f 7-103.80.—Certification of Compliance vrith Export Administration Act

In accordance with 1-116, the following clause shall be included in all in- 
rUations for bids, requests for proposals, and contracts:

"The contractor hereby certifies that it, and all of its affiliates and subsidiarler, 
shall refuse to coruply with any request or demand to take any action, including 
the furnishing of information or the making of agreements, in connection with 
any business activities of such companies, which has thv> effect of furthering 
or supporting restrictive trade practices or boycotts 'osiemd or imposed by 
any foreign country against another country friendly to the United States or 
against any United States person, company, or organization. For breach or
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violation of this certification this contract may be cancelled, terminated or 
suspended in whole or in part without liability to the Government, and the 
contractor may be declared ineligible for further Government contracts."

The above provisions can be promulgated by your committee and are required 
to clarify this Government's existing responsibility under the procurement 
statutes to assure that federal procurement funds are not used to support 
violations of express statutory policies of the United States. 

Sincerely,
EDWARD I. KOCH,

(And 63 others). 
RESPONSE TO LETTER

Mr. KOCH. I pot a response, from the Office of Federal Procure 
ment Policy, and the response was a negative one. I will quote in part—

The so-called antlboycott provision—
referring to the public policy set forth in the Export Administration 
Act—
was a 1965 amendment to the Export Control Act of 1049. That provision 
was reenacted in the Export Administration Act of 1909 * * *. It is our under 
standing that these amendments were made with the full knowledge of the 
procedures used by the Department of Commerce to implement the antiboycott 

. provision.
The Executive Branch view Is that the present provisions of the Export Ad 

ministration Act encourage and request U.S. firms not to give information or 
'?n agreements that further or support restrictive trade practices or boycotts, 

but do not prohibit such action or make it Illegal. Further, the Administration 
believes that the present provisions of the Act, taken together with the measures 
announced in the November 20. 1975, statement of the President, including 
action by the Department of Justice with respect to the possible violation of 
U.S. antitrust laws stemming from restrictive trade practices by foreign 
countries, are adequate. Therefore, we feel it is inappropriate to consider an 
administrative regulation ns proposed in your letter if April 9th. particularly 
since Congress IH presently considering the continuation, termination or amend 
ment of the Export Administration Act prior to its expiration on September 20, 
1976.

[The letter referred to follows:]
EXECUTIVE OFFICE or THE PRESIDENT, 

OFFICE OF MANAGEMENT AND BUDGET,
Wathfrigton, D.C., May 26, 1976. 

Hon. EDWARD I. KOCH, 
Hotinrnf Reprctentatives, 
WaaMnfftnn,D.C.

DKAR MR. KOCH : This Is in response to your letter of April 9, 1976, to the 
ASPR Committee regarding Section 3 of the Export Administration Act. The 
Department of Defense has forwarded your letter to the Office of Federal Pro 
curement Policy (OFPP) because we have responsibility for procurement poNcy 
applicable to all Federal agencies.

Section 3 of the Export Administration Act states:
"It is the i>olicy of the United States (A) to oppose restrictive trade practices 

or boycotts fostered or Imposed by foreign countries against other countries 
friendly to the United States, and (B) to oirowrafirr and request domestic con 
cerns engaged in the export of articles, materials, supplies, or information, to 
refuse to take any action, including the furnishing of information or the sign 
ing of agreements, which has the effect of furthering or supporting the re 
strictive trnde practices or boycotts fostered or imposed by any foreign 
country against another country friendly to the United States." (EmphaBls 
added.)

The so-called nntibwcott provision was a 1965 amendment to the Export 
Control Act of 1949. That provision wns reenacted in the Export Administra 
tion Act of 1909 (Public Law 91-184). The act was amended again, each time 
after consideration by Congress, in August 1972 (Public Law 92-412), and 
October 1974 (Public Law«*-500). It is our understanding that these amend 
ments were made with full knowledge of the procedures used by the Department 
of Commerce to implement the antiboycott provision.
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The executive branch view is that the present provisions of the Export Ad 

ministration Act encourage ami request U.S. firms not to give information or 
sign agreements that further •- • support restrictive trade practices or boycotts 
but do not prohibit such action or make it illegal. Further, the Administration 
believes that the present provisions of the Act, taken together with the measures 
announced in the November 20, 1975, statement by the President (including 
action by the Department of Justice with respect to possible violations of U.S. 
antitrust laws stemming from restrictive trade practices by foreign countries), 
are adequate. Therefore, we feel it is inappropriate to consider an administra 
tive regulation as proposed in your letter of April 1>, particularly since Congress 
is presently considering the continuation, termination or amendment of the Ex 
port Administration Act prior to its expiration on September 20, 1976. 

Sincerely,
HUOH E. WITT, Administrator.

Mr. KOCH. So here is a Federal agency in the Executive Office 
of the President that says it isn't going to do anything because it 
wants the Congress to make that decision, and that is why it is so 
essential that this committee act.

DISCLOSURE

Now let me comment on something that my good friend Steve 
Solarz mentioned with respect to disclosure.

The fifth amendment does not apply to corporations. They cannot 
hide behind the fifth amendment, if the Congress requires them to 
disclose their boycott intentions. Second, with respect to the same 
point brought out by my good friend Jonathan Uingharn; it is not 
enough to prohibit complicity with the boycott; you have to police, 
and the way you police it is through the self-enforcement mechanism 
of the reporting requirement.

Ft may be that companies are going to violate the law. Who is 
going to know, unless they have to file public reports? And that is 
why disclosure in my judgment is important.

MORALITY IX r.S. POLICY

Let me get back to the question of morality. There are those who 
will say: "Won't it affect business?" And maybe it will. Congressman 
Rosenthal touched upon that. I suspect it will ultimately affect busi 
ness, but is that prime consideration ?

F suggest that no one can take the point of view that business comes 
nhead of morality.

There are those who defended the F^ockheed bribes by saying \ve 
couldn't do business unless we paid bribes. This country says "Xo; 
that isn't true." And even if it were true, we are not going to allow 
you to pay bribes, and F suspect that Txwkheed and others that paid 
bribes are sorry today that they did. They will not, hopefully, pay 
bribes in the future, and their business will not be impeded.

There are also those who ,<-ay you can't put restrictions on the sale 
of arms, such as the proposed $9 billion restriction. They say we are 
going to sell $20 billion of arms, we are going to sell whatever we can 
sell. But there are others who say, no, there is a moral question. We 
can put limits on the sale of arms abroad.

I simply put tlu(t in the context of this-boycott legislation. We can 
sav to American businessmen, "You will not discriminate against 
another American businessman, and you will not discriminate as a
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i-esult of the extortion of a foreign power against a country friendly 
tons."

I know, Mr. Chairman, that this committee will arrive at the ap 
propriate language and it is going to be an amalgam. I hope it is 
called the Morgan amendment, because I want to pay homage to you, 
Mr. Chairman, for all that you have done in prohibiting discrimina 
tion and assisting the democracies in this world, including Israel.

I know that this committee is going to put morality ahead of busi 
ness and ahead of the procedural impediments that are cited by the 
administration. The administration said, as it has on so many occa 
sions, "Trust us," and then they came up with a regulation that was 
flimflam, it didn't prohibit the boycott. It put a nice coating on the 
problem, but it didn't prohibit the boycott, and what I am saying is 
this: Whatever regulations the administration adopts have to be en 
larged upon and made part of the law, I urge this committee to report 
the strongest possible amendment.

LEGISLATIVE PROPOSALS

The first bill to which I referred today simply tracks the Steven 
son bill. I had the pleasure and privilege with Congressman Scheuer 
of being the initiating sponsor on the House side.

The second Koch-Scheuer bill deals with the secondary boycott as 
well, and I would urge you to adopt legislation on the problem, be 
cause it is moral to do so.

Thank you.
[The prepared statement of Mr. Koch follows:]

PREPARED STATEMENT OF HON. EDWARD I. Kocii, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF Xi.w YORK

Mr. Chairman, I appreciate thin opportunity to address the House Committee 
on International Relations to discuss legislation designed to prohibit American 
companies from participating in the Arab economic boycott of Israel or other 
countries friendly to the United States.

The economic boycott of Israel, as the Committee knows, has paralleled the 
tragic chain of events that has marked the history of the Middle East since 
Ift48. The Arnh nations have not only refnwd to make pence with Israel and 
recognize her legitimacy as a nation, hut have also continually attempted to 
Isolate Israel economically and politically. Ostensibly the Arab belligerents 
organized the economic boycott of Israel as part of a political and economic 
campaign against Israel, hut In fact the boycott goes beyond the steps belliger 
ent nations have traditionally Invoked as economic sanctions: the boycott has 
become a continuing attempt by Arab nations to Involve domestic American 
companies In conspiracies and boycotts against other American companies. Thin 
nation must not allow a foreign nation or group of nations to demand that one 
American company or individual discriminate against another.

Some have pointed to our own boycott of other nations, in particular Cuba 
and North Vietnam, as precedent for the boycott of one country by another. Yet 
these American economic boycotts have never attempted the sweeping and far- 
reaching restrictions attempted by the Arabs In their boycott of Israel.

To my knowledge, the American boycott of Cuba and North Vietnam has not 
attempted to pwvent companies located In other nations from trading with 
countries the United States does jiot trade with. In the rase of Cuba,, foreign 
subsidiaries of Amerlcnn companies have even been allowed to trade with Cuba. 
We have not attempted tn prevent companies located abroad from trading with 
the United States rfmplv because they trade with North Vietnam or Cuba. The 
Arab boycott goes far bevond the recognized, traditional rights of a belligerent 
nation to cut off trade with Its enemy.
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Statements of policy against economic boycotts and reafflrmatlons of the law 
on racial and religious discrimination will not end the immoral "tertiary" and 
"secondary" economic boycotts of American companies imposed by foreign 
governments. *

As you know, the boycott of Israel has involved three levels of economic coer 
cion : a primary boycott iu which Arab nations refuse to permit direct trade with 
and actually "backlist" companies who have plants in joiut ventures in, or 
trade with Israel, or who are determined by the Arabs to have "Zionist" lean- 
Ings ; and most insidious and far reaching of all, the tertiary boycott: a refusal 
to trade with third-party firms whose only "fault" is that they trade with black 
listed companies. I find all of these boycotts morally offensive, because I be 
lieve in the legitimacy of the State of Israel and the desirability of extensive, 
free trading among all parties in the Middle East, and more importantly because 
we should not i>eriiiit a foreign country to require one U.S. citizen to discriminate 
against another.

Recognizing that a state of war exists between Israel and the Arab nations, 
what actions will the United States tolerate as legitimate for one belligerent to 
use against another? The United States must not acquiesce to requirements that 
it discriminate among its own citizens, and that is why I find both the secondary 
and tertiary boycotts equally reprehensible.

Along with Congressman James Scheuer, I have proposed II.R. 11483, legis 
lation which would forbid American companies from boycotting another Ameri 
can company In response to an Arab boycott request. The bill Is the House ver 
sion of 8. 953, the Stevenson-Williams bill, and has been cosponsored by 76 
Members of the House. H.R. 11463 would require that all boycott requests be • 
reported to the Department of Commerce, along with a statement by the com 
pany whether It Intend* d to comply with the request. Such rej»orts would also !>«• 
available for public Inspection. American companies would also be prohibited 
from furnishing information to any foreign country or its agent regarding the 
race, religion, sex, or national origin of any domestic company's employees, di 
rectors, or shareholders, where the information Is sought to enforce a boycott 
against a country friendly to the United States.

Congressman Scheuer and I have also introduced H.R. 13161, which explicitly 
outlaws the secondary boycott as well as dealing with the problems outlined 
above, and I recommend that the Committee adopt language which explicitly 
prohibits the secondary boycott.

I am pleased that the Senate Committee on Banking has favorably reported 
S. 953, the counterpart of H.R. 11463, and that It has been Incorporated as part 
of S. 3084, the Export Administration Act. I hope this Committee acts in its 
amendments to the Export Administration Act to prohibit both secondary and 
tertiary boycotts.

I believe this legislation is a very moderate step In demonstrating the commit 
ment of the United States to fair dealing for all its citizens as well as our oppo 
sition to the involvement of American companies in activities harmful to any 
nation friendly to the United States. The economic boycott has been used to 
discriminate against companies which ostensibly have economic Interests in 
Israel, hut there have !>een repeated indications that the boycott has racial and 
religious overtones as well as the political objectives described by the Arabs. 
Companies may be blacklisted for any mimher of reasons, stated or unstated, and 
the suspicion remains that "Zionist sympathies" or the ethnic background of a 
company's management have much to do with blacklisting of a company.

There are those who say that this legislation is unnecessary, because quiet 
diplomacy and the existing law are adequate. I disagree. Roth II.R. 114ft3 and 
H.R. 131~>1 would clarify nnd reinforce the law. regulations. «nd policy of the 
United States, so that any ambitruity about United States' policy will be removed.

I commend the President's order of November 20, 1»75. directing the Secretary 
of Commerce to amend the Export regulations to prohibit U.S. exporters from 
answering or complying with boycott requests which would cause discrimination 
nenlnst U.S. citizens on the basis of race, religion, sex, or natural origin. H.R. 
114(53 would provide explicit authority for this action, and would also require 
a company to refuse to provide information about race, religion, sex. or national 
ity which could be used for boycott purposes.

The explicit requirement of the reporting of boycott requests has also been 
adopted by regulation. H.R. 11463 would make this a statutory requirement and 
also provides for public disclosure. The public is entitled to know whether
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American companies are complying with boycott requests. Since the Commerce Department began in October 1975 to require American firms to declare whether 
they were complying with the boycott, we have learned that over 90 percent of the U.S. sales destined for Arab countries have been in compliance with boycott requests. This information was compiled from Department of Commerce docu ments liy Congressman John E. Moss' Subcommittee on Oversight and Investiga 
tions of the Committee on Interstate and Foreign Commerce, and I urge the Committee to solicit his views on the Commerce Department's administration of 
the present Exi>ort Administration Act.American hanks nre also complying with boycott restrictions, according to testimony presented to Congressman Rosenthal's Subcommittee of Government 
Operations on Tuesday. Under present law, the banks need only report their compliance with the boycott and are not forbidden from participating, and I agree with Congressman Rosenthal that legislation is needed to end the banks' 
complicity In the boycott.

The administration has also argued that the antitrust laws are adequate to prevent refusals by one American company to <ieal with another and have cited their recent antitrust complaint in United States v. Bechtcl. Aside from the inherent difficulties of infrequent and lengthy antitrust litigation, substantial douhtM exist among antitrust lawyers that the government will prevail in Bechtel on the antitrust theory. Among other problems, because Bcchtcl can argue that Its nets are the result of foreign compulsion, its liability Is in question. Further more, a conspiracy among two companies to withhold business from a third is (|ulte different from a requirement imposed by a country on a company. In the latter situation, the motives of the parties are not purely economic, and we should recognize that the antitrust laws were not designed to answer restraints imposed for reasons of international politics. The legislation we propose would clear up a very murky area of law and obviate the need for extended litigation of doubt ful outcome. It would simply make illegal the boycott of one American company by another, in resjionw to n foreign government's demand.
The I'alted States needs a clear, national policy on boycotts. I want also to mention one piuochlnl concern. Some states, including New York State, have made compliance with the boycott Illegal. Because of New York State's action, business formerly originating at the Port of New York IB now being diverted to other ports. Without a national policy against economic boycotts, those states who take a strong stand to protect the rights of their citUens will be penalized economically. This result may be viewed well in Aiab capitals, but it cannot be tolerated here. I urge the Committee to adopt a strong amendment to the Export Administration Act to deal with boycotts and I commend H.R. 11403 and H.R. 131.11 for your consideration.
Chairman MORGAN. Thank you. 
Mr. Bingham.

DISCLOSURE
Mr. BIN-GUAM* Thank you, Mr. Chairman. Because we have another 

vote I won't take any time in questions.
I think we are tfoing to have to look further at this question of the 

fifth amendment aspect, of the disclosure requirement. Certainly it 
doesn't apply to any disclosure of requests for information but whether 
it applies to disclosure of compliance with boycott procedures, that 
troubles me somewhat.

I think the gentleman has made a very forceful statement and I want 
to commend him for it and for his leadership in this field.

Chairman MOROAV. Mr. Rosenthal.
Mr. RosrvTTFAL. T want to commend my colleague from New York 

for his customary first-rate statement. It is a pleasure to see him before 
the committee.

Chairman MOROAX. We will take another 10-ininute recess.
fA brief recess was taken.]
Chairman MOROAX. The committee will please come to order.
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Our next witnesses will be a panel representing three private groups. 
The panel is composed of Mr. Hyman, representing the American 
Jewish Committee; Will Maslow, representing the American Jewish 
Congress, and Seymour Graubard, representing the Anti-Defamation 
League of B'nai B'rith.

You have some other guests with you. Mr. Brody, of course, is 
known by every member of the committee.

Mr. Hyman, we are going to let you leadoff.

STATEMENT OF LESTER 8. HYMAN, CHAIRMAN, ENERGY COM 
MITTEE OF THE WASHINGTON CHAPTER OF THE AMERICAN 
JEWISH COMMITTEE
Mr. HTMAN. Thank you.
Mr. Chairman, members of the committee, my name is Lester S. 

Hyman, and I am a member of the executive board and chairman of 
the energy committee of the Washington chapter of the American 
Jewish Committee.

I am accompanied this morning by Mr. Samuel Rabmove, who is 
legal director of the American Jewish Committee, and Hyman Book 
binder, Washington representative of the American Jewish Committee.

I am very grateful, Mr. Chairman, for this invitation and oppor 
tunity to oner the views of the American Jewish Committee to your 
committee, and its inquiry into the effects of the Arab boycott and 
related discriminatory practices on the activities of individuals and 
institutions within the United States.

I would like to make a brief statement which will take no more than 
10 minutes.

IMPACT OF THE BOYCOTT

The American Jewish Committee, founded in I960 to protect the 
civil and religious rights of Jews, has always believed that the freedom 
and security of American Jews are inseparably linked with the free 
dom and security of Americans of all faiths and races. Hence, we do 
not view the ongoing Arab economic warfare against Israel and 
against all those who choose to deal with that country as a Jewish 
issue, but rather as both an actual and a potential threat to all Ameri 
cans. Indeed, the Arabs have made "no bones" about the purpose and 
scope of their campaign. It is desicrned to cripple any company which 
has the temeritv to do business with Israel and which the Arabs select 
as a target. Miles Laboratories, for example, a large non-Jewish 
pharmaceutical company, has been blacklisted by the Arab League 
for the past 11 years, though it has mannered to prosper nevertheless.

Let it be said at the outset that the American Jewish Committee has 
no obiections whatever to normal trade and commerce between Ameri 
can and Arab companies, or to Arab investment in the United States. 
But the boycott is a moral outrage. We do object most strenuously to 
the blatant attempts by the Arab nations to impose their fanatical 
policv. clearlv intended to strangle Israel economically, on American 
companies and. a fortiori, to the capitulation bv many American com 
panies to Arab demands. In the words of the Washington Post editorial 
(January 26. 1975}: "American participation in the boycott * * * is 
a standing reproof to the values of the United States."
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ANTIBOYCOTT ACTION BY CHRISTIAN GROUPS

That Arab economic warfare is not of concern solely to American 
Jews is underscored by a recent action of a consortium of American 
Christian groups. The Forum for Investment Responsibility, an as 
sociation of New York churches, seminaries, and judicatories, con 
cerned with the responsible U8e of church financial resources, addressed 
the chief executive officers of 90 corporations and leading law and 
accounting firms. They wrote:

As Church people, investors, and fiduciaries, we believe that such practices 
(boycott and anti-Jewish discrimination) are not only morally reprehensible 
but substitute short-term economic gain for the company's long term strength. 
It Is very difficult for a firm to ignore fundamental human values by practicing 
discrimination and still serve the best interest of its shareholders. We feel that 
those of us in the business community should be alert to the possibility of anti- 
Semitic practices creeping into the hiring and advancement of personnel as well 
as into the intraoffloe relationships of staff employees. We would appreciate 
your assurance that such practices do not occur In your firm. This will strengthen 
our confidence in the practice of your corporation and serve as an example to 
other firms which engage in anti-Semitic practices.

ECONOMIC IMPACT OF ANTIBOYCOTT MEASURES

Yet we often bear it said these days that we must not antagonize 
the Arabs by resisting their boycott or discrimination demands; that 
if the United States were foolhardy enough to say "iio" to them on this 
issue, they would surely take their burgeoning petrodollars elsewhere, 
to our very substantial detriment. The facts, however, do not bear out 
these apprehensions.

The Arabs are testing the will of the United States, we believe, and, 
if they were to encounter a solid front of legal and moral resistance to 
their discriminatory restrictions, in all probability they would back 
down because they badly need what the United States has to offer— 
weapons, food, technology, educational, and medical assistance, et 
cetera—and they cannot get these elsewhere, at least not of the quality 
thev seek, and they well know this. As noted by Walter Gu/zardi in an 
article, "That Curious Bearer on the Arabs' Frontiers," Fortune, 
July 1975:

The Arabs are eager for economic development and many companies already 
established in Arab lands are contributing to that goal. To expel them in the 
name of the boycott would be to defeat the Arabs' own larger purposes. So ex 
ceptions galore: Hllton International operates hotel? in Kuwait, Egypt, and Abu 
Dhabi—and in Tel Aviv and Jerusalem. IBM has plants in three Arab countries 
and in Israel; Olivetti has agents in twelve Arab nations as well as Israel.

Just 9 days ago the Wall Street Journal, a publication not usually 
noted for its sentimentality, editorialized ns follows:

Arab governments should be told that American businessmen will not be 
allowed to do the work of enforcing the boycott, either by discriminating against 
Jewish personnel or by refusing to deal with other companies solely because of 
connections with Israel. Arab economic officials are no fools; they prefer Ameri 
can technology, they have already built large American contracts Into their 
development plans, and they are not going to disrupt their progress in a futile 
attempt to warp our traditions.

U.S. SOVEREIGNTY

Business realities aside, there is an jp.ven more compelling reason 
why the United States should toughen its stand against the Arab boy-
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cott. This reason, as Congressman Koch so eloquently testified, is a 
matter of basic principle. Why, after all, should U.S. national policy 
of opposing boycotts imposed by foreign countries against countries 
friendly to the United States, as set forth in the Export Administra 
tion Act, have to "play second fiddle" in the orchestra of a U.S. cor 
poration to the national policy of any foreign government? Clearly, 
the business done by American companies with the Arab nations is of 
benefit to those nations, tfs well as to the United States.

As expressed by Prof. Lawrence Velvel, a specialist in antitrust law 
at Catholic University Law School, in the Wall Street Journal of 
January 27,1976:

If American jurisdiction were not to prevail when American boycotters have 
wreaked harm on our domestic or foreign commerce, then the United States will 
have relinquished a significant sovereign right: The right to prescribe the rules 
under which its citizens conduct American businesses.

IMI'ACT OF STATE AXTIBOYCOTT LAWS

Although antibyocott laws have recently been enacted in Illinois. 
Xew York, and Maryland, and several other States have been consider 
ing similar legislation, resistance to such measures on the State level 
has been growing. The chief reason for this opposition is that the 
States which impose such restrictions may find themselves economi 
cally disadvantaged in relation to States which elect to tolerate boycott 
practices.

A far better remedy would be Federal antiboycott legislation which 
we are here to support today.

For example, New York State transportation commissioner Ray 
mond Schuler delcared last April at a public hearing, "This is a na 
tional issue and should be addressed in the framework of a national 
law."

In this connection, I would like to cite un experience from my own 
law practice where a client was asked to participate indirectly in a 
boycott so long as the action requested of them was not. prohibited by 

" law. They were giving serious consideration to compliance. But when 
we came up with a State law that expressly forbade the particular 
conduct being contemplated, my client \yas delighted. They went to 
the country imposing the boycott and said: "Our hands are tied; we 
have no choice; this is law; and we must obey it." The boycotter re 
spected this view and my client is still doing business with them.

FEDERAL ANTIBOYCOTT MEASURES

So we suggest that American business will really be aided by a 
Federal antiboycott law.

On February 6, the Senate Committee on Banking, Housing, and 
Urban Affairs reported favorably on S. 953 to strengthen the antiboy 
cott provisions of the Export Administration Act. in part, as follows:

The Committee recognizes that the Arab states regard their boycott efforts as 
part of their continuing struggle against Israel. The Committee also recognizes 
that the use of economic measures as a weapon in the Middle East struggle Is 
likely to continue until there Is a permanent political settlement. The Committee 
is aware that primary boycotts are a common, although regrettable, form of in 
ternational conflict and that there are severe limitations on the ability to out 
side parties to bring such boycotts to an end. However, the Committee strongly 
believes that the United States should not acquiesce In attempts by foreign gov-
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ernments through secondary and territory boycotts to embroil American citizens 
in their battles against others by forcing them to participate in actions which 
are repugnant to American values and traditions.

That sums it up most eloquently. The American Jewish Committee 
concurs. We therefore urge the enactment of comprehensive Federal 
legislation to prohibit compliance by American firms which are black 
listed by the Arabs. We urge favorable consideration of S. 953 and the 
House counterpart, H.R. 11463, and of the strengthening amendments 
offered by Representative Ben Rosenthal of Now York.

We also recognize the excellent legislation that has been proposed 
by Congressman Bingham, H.R. 4967, and some of the other ap 
proaches such as that described by Congressman Drinan this morning.

We are most appreciative to all of these Members of Congress for 
their legislative initiatives, all of which we now feel have hopefully 
contributed to final and constructive congressional action.

Thank you, Mr. Chairman.
[Mr. Hyman's prepared statement follows:]

PREPARED STATEMENT OF LESTER S. HYMAN, CHAIRMAN, B.VEROY COMMITTEE 
or THE WASHINGTON CHAPTER OF THE AMEBICAN JEWISH COMMITTEE

My name is Lester S. Hyman, and I am a member of the Executive Board and 
Chairman of the Energy Committee of the Washington Chapter of the American 
Jewish Committee. I am very grateful, Mr. Chairni"- for this invitation and 
opportunity to offer the views of the American Jewisu Committee to your Com 
mittee and its inquiry into the effects of the Arab boycott and related discrim 
inatory practices on the activities of individual* and institutions within the 
United States.

The American Jewish Committee, founded in 1900 to protect the civil and 
religious rights of Jews, has always believed that the freedom and security of 
American Jews are inseparably linked with the freedom and security of Ameri 
cans of all faiths and races. Hence, we do not view the ongoing Arab economic 
warfare against Israel and against all those who choose to deal with that coun 
try as a Jewish issue, but rather as both an actual and a potential threat to all 
Americans. Indeed, the Arabs have made no bones about the purpose and scope 
of their campaign. It is designed to cripple any company which has the temerity 
to do business with Israel and which the Arabs select as a target. Miles Lab 
oratories, for example, a large non-Jewish pharmaceutical company, has been 
blacklisted by the Arab League for the past eleven years, though it has managed 
to prosper nevertheless.

Let it be said at the outlet that the American Jewish Committee has no ob 
jections whatever to normal trade and commerce between American and Arab 
companies or to Arab investment in the United States. But the boycott is a moral 
outrage. We do object most strenuously to the blatant attempts by the Arab na 
tions to impose their fanatical policy, clearly intended to strangle Israel econom 
ically, on American companies and, a fortiori, to the capitulation by many 
American companies to Arab demands. In the words of the Washington Post 
editorial (January 26, 1976), "American participation in the boycott ... is a 
standing reproof to the values of the United States."

That Arab economic warfare is not of concern solely to American Jews is 
underscored by a recent action of a consortium of American Christian groups. 
The Forum for Investment Responsibility, an association of New York churches, 
seminaries, and judicatories concerned with the responsible use of Church 
financial resources, addressed the chief executive officers of ninety corporations 
and leading law and accounting firms. "As Churchpeople, investors, and fiduci 
aries," they wrote, "we believe that such practices (boycott and anti-Jewish 
discrimination) are not only morally reprehensible but substitute short-term 
economic gain for the company's long term strength. It is very difficult for a 
firm to ignore fundamental human values by practicing discrimination and still 
serve the best interest of its shareholders. We feel that those of us in the busi 
ness community should be alert to the possibility of anti-Semitic practices creep 
ing into the hiring and advancement of personnel as well as into the intraofflce
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relationships of staff employees. We would appreciate your assurance that such 
practices do not occur In your firm. This will strengthen our confidence in the 
practice of your corporation and serve as an example to other firms which engage 
in anti-Semitic practices."

Yet we often hear it said these days that we must not antagonize the Arabs 
by resisting their boycott or discrimination demands, that if the United States 
were foolhardy enough to say "no" to them on this issue, they would surely take 
their burgeoning petro-dollars elsewhere, to our very substantial detriment. The 
facts, however, do not bear out these apprehensions.

The Arabs are testing the will of the United States, we believe, and, if they 
were to encounter a solid front of legal and moral resistance to their discrim 
inatory restrictions, in all probability they would back down because they badly 
need what the United States has to offer—weapons, food, technology, educational 
and medical assistance, etc.—and they cannot get these elsewhere, at least not of 
the quality they seek, and they well know this. As noted by Walter Ouzzardi in 
an article, "That Curious Bearer On The Arabs' Frontiers," Fortune (July 
1975) :

"The Arabs are eager for economic development and many companies already 
established in Arab lands are contributing to that goal. To expel them in the 
name of the boycott would be to defeat the Arabs' own larger purposes. So ex 
ceptions galore : Hilton International operates hotels in Kuwait, Egypt, and Abu 
Dhabi—and in Tel Aviv and Jerusalem. IBM has plants in three Arab countries 
and in Israel; Olivetti has agents in twelve Arab nations as well as Israel."

In a document published last August by Mitchell, Hutohins Inc., a widely 
respected investment bunking and management company, entitled "OPEC Ex 
penditures: Size, Timing, Nature and Beneficiaries," the following assessment 
appears:

"Despite anti-American sentiments In some of the Near and Middle East coun 
tries through the past decade and sharp Japanese and European competition, 
there is a marked preference for American products. United States products are 
often the standard by which all other Industrial machinery, transport equipment 
and consumer durable goods are evaluated."

Just nine days ago the Wall Street Journal, a publication not usually noted for 
its sentimentality, editorialized as follows:

"Arab governments should be told that American businessmen will not be 
allowed to do the work of enforcing the boycott, either by discriminating against 
Jewish personally or by refusing to deal with other companies solely because of 
connections with Israel. Arab economic officials are no fools; they prefer Amer 
ican technology, they have already built large American contracts into their 
development plans, and they are not going to disrupt their progress in a futile 
attempt to warp our traditions."

Business realities aside, there is an even more compelling reason why the 
United States should toughen its stand against the Arab boycott. This reason, 
is a matter of basic principle. Why, after all, should U.S. national policy of 
opposing boycotts imposed by foreign countries against countries friendly to 
the U.S., as set forth in the Export Administration Act, have to "play second 
fiddle" in the orchestra of a U.S. corporation to the national policy of any foreign 
government? Clearly, the business done by American companies with the Arab 
nations is of benefit to those nations, as well as to the United States.

As expressed by Professor Lawrence Velvel, n socialist in anti-trust law at 
Catholic University Law School, in the Wall Street Journal of January 27,1976:

"If American jurisdiction were not to prevail when American boycotters have 
wreaked harm on our domestic or foreign commerce, then the U.S. will have 
relinquished a significant sovereign right: the right to prescribe the rules under 
which its citizens conduct American businesses."

Although anti-boycott Jaws have recently been enacted in Illinois, New York 
and Maryland, and several other states have been considering similar legisla 
tion, resistance to such measures on the state level has been growing. The chief 
reason for this opposition is that the states which impose such restrictions may 
find themselves economically disadvantage*! in relation to states which elect to 
tolerate boycott practices. A far better remedy, of course, would be Federal anti- 
boycott legislation. For example. New York state transportation commissioner 
Raymond Schuler declared last April at a public hearing, "This is a national issue 
and should be addressed in the framework of a national law." His view was 
echoed subsequently by James R. Kelly, Director of the World Trade Division of
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the Delaware River Port Authority, who said that he favored tight Federal 
legislation against trade discrimination such as the Arab boycott, as well as by 
Maryland Port Administrator Joseph L. Stanton, who has actively urged support 
for a Federal anti-boycott law.

On February 6th the Senate Committee on Banking, Housing and Urban 
Affairs reported favorably on S. 053 to strengthen the anti-boycott provisions of 
the Export Administration Act, in part, as follows:

The Committee recognizes that the Arab states regard their boycott efforts 
as part of their continuing struggle against Israel. The Committee also recognizes 
that the use of economic measures as a weapon in the Middle East struggle Is 
likely to continue until there is a permanent political settlement. The Committee 
is aware that primary boycotts are a common, although regrettable, form of 
international conflict and that there are sevtre limitations on the ability of out 
side parties to bring such boycotts to an end. However, the Committee strongly 
believes that the United States should not acquiesce in attempts by foreign gov 
ernments through secondary and tertiary boycotts to embroil American citizens 
in their battles against others by forcing them to participate in actions which are 
repugnant to American values and traditions."

That sums it up most eloquently. The American Jewish Committee concurs. We 
therefore urge the enactment of comprehensive Federal legislation to prohibit 
compliance by American firms with Arab demands to boycott Israel as well as 
other American firms which are blacklisted by the Arabs. We urge favorable 
consideration of S. 953 and of the strengthening amendments offered by Repre 
sentative Ben Rosenthal of New York. We take this opportunity, furthermore, to 
express our appreciation to other members of the Congress for their respective 
legislative initiatives which we now feel hopeful will have contributed to final 
Congressional action.

Chairman MORGAN. Thank you. 
Mr. Maslow.

STATEMENT OF WILLIAM MASLOW, GENERAL COUNSEL, 
AMERICAN JEWISH CONGRESS

Mr. MASLOW. With yc'iir permission I would like to ,ile a copy of 
my testimony and instead focus on some of the issues v-hich seem of 
concern to the committee members present.

Chairman MORGAN. Without objection it is so ordered.

DIPLOMATIC EFFORTS TO KND THE BOYCOTT

Mr. MASU>W. I want to address myself first to the question of the 
efficacy of diplomatic efforts. I have read Secretary Simon's statements 
and had the pleasure of a conference with him months ago on this 
problem.

Now the administration has been engaged in these diplomatic efforts 
at least since 1965 and the result has been a dismal failure. It would 
not be bad if they really tried but far from trying we see disingenuous 
approaches.

When Secretary Simon says on page 10 of his statement that he had 
conversations with leaders of \rab Governments, including Saudi 
Arabia, and had a meeting ^ith the United States-Saudi Arabian 
Joint Commission, and the Saudi Arabian Government disavowed any 
racial or religious discrimination, he is misleading the Amercan 
puhlic, because Saudi Arabia has not abandoned a policy of denying 
visas to Jews. Neither has Kuwait abandoned such a policy.

And if that is a measure of the Secretary's diplomatic efforts we 
are not going to get very far in enforcing the basic policy of our 
statute.
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I am sorry to say that other departments of our Government have 
been equally ineffective in pursuing these displomatic efforts.

A XTI-JEWISH ASPECT OF THE BOYCOTT

The Commerce Department had spent its time in attempting to 
influence the Congress against any extension at all of the boycott 
provisions, arguing again disingenuously, that the Arab boycott is a 
political act. The Arab boycott is much more than a political pro 
gram. It is also a program which is aimed at what the boycott regula 
tions call Zionist cr/ ; _»rters and which turn out in the last analysis 
to he Jews.

When Kuwait in February 1975 refused to be partners in a European 
banking syndicate, because of the participation of Lazard Freres and 
Rothschild Co., they were not refusing because these banking houses 
are Zionist supporters. They refused to participate because they were 
Jews.

When the Department of Commerce tells us that there is no anti- 
Jewish motivation in the boycott, all I can do is refer you to Business 
International, a well-known business consulting firm which publishes 
material on business prospects in the Middle East. I am reading from 
their April 1975 repoT-i entitled "Business Prospect in the Middle 
East", in which they give a checklist of the boycott rules, and item 
No. 10 is "indulge in Zionist activities."

We know how difficult it is for Arab lands to distinguish between 
Zonism and racism. It is equally difficult for them to distinguish 
between Zionists and Jews.

CERTIFICATION* OF GOODS

One of the questions asked, I think by Congressman Solarz, was 
whether or not American companies are issuing certificates not only 
about the origin of the goods or the vessels upon which they are car 
ried, but also whether or not they are issuing certificates reciting in 
effect that they are not dealing with blacklisted suppliers.

I may be able to give you some personal knowledge about this prob 
lem. My information derives from a project which my organization, 
the American Jewish Congress, initiated about 6 months ago in which 
we submitted a shareholder resolution dealing with the Arab boy 
cott on behalf of shareholders to 140 major American companies, com 
panies whose names are household words, Exxon, Texaco, General 
Motors, et cetera. In the course of those negotiations, I had the oppor 
tunity to sit face to face with top management to discuss the anatomy 
of the boycott. A short answer, therefore, to Congressman Solarz is 
that the certifications dealing with blacklisted vessels are widespread. 
Not only are they widespread, but when we asked the companies to 
desist from such practices they refused.

They said if wo abandon these certifications the Arab companies 
will only turn to our competitors.

The only way wo can deal with such a problem is by an American 
law which would prevent (he company from issuing such certificates.
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When President Ford issued his directive of November 20, 1975, 
which was aimed almost excjusiyely at violations of boycott regula 
tions which entailed discrimination because of race or religion, you 
could almost hear the sigh of relief from American companies because 
now they could tell their Arab customers we can't give you any certifi- 
cates or we can't make any promises about discrimination based upon 
religion or Zionist supporteis because now that is illegal.

I suggest that you will find similar support from a large segment 
of American business when you strengthen their hands by enactment 
of legislation dealing with the boycott.

PROHIBIT BOYCOTT COMPLIANCE AXD/OR DISCLOSURE

T want to address myself to another question which seems to be of 
concern, and that is the question of whether it is sufficient, as the 
Senate bill seems to tio, to limit the law to reporting requirements 
or whether, as some of the House proposals do. Congress should go 
beyond and actually prohibit.

I want to point out, first of all, that the existing Commerce Depart 
ment regulations, those which were enacted after President Ford's 
directive, do both.

Section 369.2 is a regulation which forbids giving any certificates 
dealing with religion. The Commerce Department regulation requires 
that you submit your report but at the same time it instructs you that 
it is forbidden to issue such a certificate. Whereas, section 369.3 which 
relates to practices other than those based upon race or religion, merely 
requires reporting.

Now, with all due respect, I don't think that reporting alone is 
going to solve the problem. One of the greatest evils that we have 
encountered and about which this committee has heard testimony, 
is the use of discriminatory letters of credit by banks. Hanks are 
not concealing the fact that they are processing letters of credit which 
contain discriminatory conditions.

These conditions refer not only to the origin of the goods or the 
means hy which they are shipped: but also whether the suppliers or 
the American exporters are on the blacklist.

When there were hearings held in Xew York in February on the 
Lisa Act. there was sworn testimony bv the banks. Chase Manhattan, 
Chemical, Irving Trust, First National City, et cetera, that they were 
processing these letters and they intended to continue to process them.

You are familiar, of course, with the directive issued by the Federal 
Reserve Board in which the Federal Reserve Board in an unparal 
leled statement declared to its member banks that it was a misuse of 
banking privileges for any bank to become even passively involved in 
the boycott regulations and specifically cited the processing of letters 
of credit as an instance of that.

Did that deter the American banks from continuing to process 
these letters?

On tho contrary, they said in their sworn testimony they would 
continue.

Merely to require them to report, therefore, is going to be no great 
burden upon them; they will report and they will continue.
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You must certainly, as far as banks are concerned, prohibit the 
practice as well.

I think also we have pone far beyond reporting alone in other 
legislation. That is a very timid approach. If something is clear to 
policy, why don't we prohibit it? Why do we have to say report it 
and rely upon the force of public opinion to exert pressure against you ?

The U.S. Government is not so weak and so puny that it has to 
rely upon private pressures to enforce its policies.

This statute has now lx»en on the hooks since 1965 with no results 
at all.

ECONOMIC IMPACT OF ANTIBOYCOTT MEASURES

Finally, gentlemen, I would like to close with some reference to 
Secretarv Simon's argument that we would lose a great deal of trade 
or American business would lose a great deal of trade if the U.S. 
Congress enacted mandatory legislation.

I again take as my source Business International, an agency man 
agement consulting company who seems to specialize in telling Amer 
ican business how they can live within the Arab boycott. In an issne 
of Business Internationa) dated May 21, 1076, it referred to Iraq. 
Iraq as you know is a country swimming in oil and swimming in 
petrodollars. It also is a country which is not recognized by the 
United States, it hns a socialist economy and has close ties to Eastern 
Europe. You would expect, therefore, that the last country in the 
world that Iraq would be buying its goods from is America. On 
the contrary, most of the contracts t>eing let by Irn^ are now going to 
American companies.

That brings me to the peculiar nature of this Arab boycott list. 
It wasn't until Senator Church's committee published a copy of this 
Aral) boycott list in the multinational corporations bearings that we 
ever had available in the United States a list of who was actually 
boycotted. \Ve find out that not only is there no one, list but that each 
country has its own list and these lists vary.

You ask yourself why is there this peculiar situatior. ? If the Arab 
countries want to enforce a boycott, why don't they publish the list, 
why don't they agree upon a uniform list? The answer is they don't 
want too. They want to use the, list when it serves their national 
interest and when it doesn't they pay no attention to it. Thus, we 
have the example of Saudi Arabia making contracts with companies 
on the Algerian blacklist and companies on the Saudi Arabian list 
have no difficulty in doing business with Algeria when they want 
to do so.

Ford Co. is on the Arab blncklist and l>efore you begin to shed any 
tears alxnit Ford, I should tell you that last year it did $50 million 
worth of business in th? Arab lands. So the Arab boycott policy is 
not a unified monolithic position.

From my negotiations with almost 100 major companies, I have 
concluded that this boycott is a vast bluff, in which American com 
panies jillowed themselves to be intimidated and blackmailed.

If a law were enacted, they could tell the Arab customers we are 
sorry, if you want our technology, if you want our know-how, if 
you want our contracts, this is how it has to be.

74-772 0-76-14



202

This committee cannot, of course, affect the primary boycott. That 
is, if Arab countries do not want to deal with Israel, that is not a 
matter that this committee or this Congress can hope to do anything 
about. But you can prevent lArab blackmail and Arab boycotts from 
importing their bigotry in the United States and requiring American 
companies and American banks to enforce their boycott.

Thank you.
[Mr. Maslow's prepared statement follows:]

PREPARED STATEMENT OF WILLIAM MASLOW, GENERAL COUNSEL, 
AMERICAN JEWISH CONGRESS

The American Jewish Congress, a national membership organization now in 
its 00th year, urges the speedy enactment of effective Federal legislation to 
curtail the operations in the United States of the Arab Boycott. We come to that 
conclusion as a result of two years continuous study of that Boycott and unsuc 
cessful efforts to counteract it by litigation and informal methods of persuasion.

In the last nine months, the American Jewish Congress has been conducting 
n nationwide stockholders' project designed to sensitize the top management of 
our mujor American corporations t'> the evils and dangers of the Arab Boycott. 
In the name and on behalf of hundreds of individual stockholders throughout the 
country, we submitted stockholder resolutions to 140 corporations on the Fortune 
500 list, corporations whosp names are household words : Exxon, General Motors, 
Texaco. Ford, Knstman Kodak, U.S. Steel, etc. Our resolution asked the com 
panies to make a report to its shareholders on the extent of their business In 
Arab lands mid the extent, of their Involvement in the Arab Boycott.

The immediate response of most of these companies was an offer to answer 
the detailed questionnaire contained in our resolution if we would withdraw the 
resolution and not press to have It included in the company's proxy materials 
distributed at its expense to all of its shareholders. As a result, we conducted a 
series of negotiations in which we explored the involvement in the Arab Boycott 
and the willingness of American corporations to Issue a statement of policy hostile 
to the Boycott.

Our first major finding is that the main Federal anti-boycott statute. Sec. 
2402(5) of the Export Adminr*v.tion Act, is a laughing stock among corporate 
America. That .section, as you know, begins with this sweeping statement:

"It is the policy of the United States (a) to oppose restrictive trade practices 
or boycotts fostered or imposed by foreign countries against other countries 
friendly to the United States."

But then follows the fudging language which emasculates the prior sentence 
"and (b) to encourage and request domestic concerns engaged In the export of 
articles, materials, supplies, or information, to refuse to take any action, Includ 
ing the furnishing of information or the signing of agreements, which has the 
effect of furthering or supporting the restrictive trade practices or boycotts 
fostered or Imposed by any foreign country against another country friendly to 
the United State*" (emphasis added).

The Commerce Department regulations implementing this statute limit them 
selves in the same way. Regulation 309.3, which refers to restrictive trade prac 
tices nnd lio.vcotts other than those based upon race, color or religion, provides 
that "all exporters . . . ore encouraged and rcqurttal to refuse to take any action 
.. . that has the effect of furthering or supporting other restrictive trade practices 
or boycotts . . ." (Emphasis added.)

American businessmen are free to answer or reject this statutory encourage 
ment and almost all of them reject these entreaties. Thus, our entire govern 
mental posture towards the Boycott is one of pleading rather than command.

Last January, the Antitrust Division of the Department of Justice filed a 
civil complaint against Bechtel Corporation nnd its subsidiaries, which have 
dominated the Arab construction field for the last 30 years. Bechtel's answer to 
the government's complaint includes the defense that the Antitrust violations 
charged against it are not illegal because the Commerce Department regulations 
do not prohibit them (paragraph 7 of Answer).



203

Last December, President Ford directed the Commerce Department to amend 
its regulations so as to prohibit any American company from issuing any certif 
icate to an Arab purchaser which would have entailed discrimination in the 
selection or alignment of employees or in the choice of suppliers because of their 
race or religion. One could almost hear the sigh of relief from American corpo 
rations. Now they could tell their Arab business associates that they could not 
possibly engage in anti-Jewish discrimination because it was prohibited by law. 
No Arab country or company could, hereafter, follow the example of Kuwait 
which, in February 1075, insisted successfully that Lazard Freres and Rothschild 
Company be dropped from an European underwriting syndicate because they 
were "Jewish firms." Unfortunately, the Ford administration refused to take 
any steps that would have outlawed American participation in other aspects of 
the Boycott, namely the discrimination against blacklisted American companies, 
e.g., Ford Motors, Xerox, RCA, etc. by those doing business with the Arabs or 
the blacklisting of those American companies which made investments !n Israel 
or licensed Israeli firms. The protection afforded American businessmen h> their 
refusal to discriminate on religious grounds was not extended to American busi 
nessmen who refuse similarly to discriminate against Israel ,»r firms that do 
business in Israel.

The Boycott is able to operate easily and effectively in tlie United States be 
cause the major American banks have allowed themselves to become involved in 
Its enforcement. They do so by agreeing to answer and honor letters of credit 
drawn by Arab purchasers which provide that no monies shall be paid out under 
these letters unless and until the American exporter furnishes proof to the Amer 
ican bank that It has complied with the Boycott regulations specified in the 'etter> 
of credit. When we reproached American banks for this involvement in the 
Boycott they would answer: if we cease honoring these letters of credli other 
banks will accept them. Only when such involvement is made illegal can we safely 
tell our Arab customers that we can not honor them.

I would like to have shared with you the names of the banks and the officials 
of the banks who gave this information to me but when I askeu permission to do 
so, they pleaded with me not to reveal their identifr- Such dlscltsures they said 
would invite reprisals by their Arab customers. This is an Illustration of the 
way—in the absence of legislation—American companies remain at the mercy 
of Arab blackmailers.

Indeed, this is the heart of our concern. We have found throughout the busi 
ness community a willingness, even a desire, to challenge the Arab Boycott but 
businessmen one after the other have told us that they fear reprisals from their 
Arab customers. They have said to us time and again that they would be willing 
to defy the Arab boycott if only they were given some statutory authority to do so 
but In the absence of this protection even the largest American corporations, 
those with assets in the billions of dollars, are afraid to resist the boycott or 
even to take a public position against it for fear of business reprisals. Only the 
I'.S. Government can get them to express their true views.

New York State recently enacted a law, the LISA Act, which forbids certain 
acts of compliance with Arab Boycott. At once there were shrieks from New 
York shipping associations, freight forwarders and Chambers of Commerce 
that the New York law would drive business out of the state into other states 
where there was no anti-boycott legislation. However exaggerated and specious 
this claim is, the fnct remains that if a Federal law is enacted all American 
businessmen will comply with it and there will be no danger of business fleeing 
from one state to more hospitable climates elsewhere.

The argument Is often made that forbidding compliance with the boycott will 
result in huge losses of business by American companies. We doubt it. Those 
who enforce the Arab boycott were quite pragmatic. We know of an American 
company that sells military equipment to Israel, clearly the most flagrant 
and heinous violation of the Boycott regulations, but has not been put on the 
boycott blacklist because some Arab countries wish to buy its products. Chase 
Manhattan has for many years been the fiscal agent for Israeli bonds, a clearcut 
violation of the boycott, but it has never been blacklisted. Why? Because the 
Arabs need it. Hotel chains, like Hilton and Sheraton, manage hotels in both 
Arab lands and Israel and the boycott regulations are stretched to allow enter 
prises. Ford Motor Company was placed on the blacklist because it established
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a small assembly plant in Israel to assemble machines for the Israeli market. 
Its sales last year to Arab lands amounted to $50 million.

It is noteworthy that each Arab land has its own blacklist and they often 
differ. Algeria buys materials from nn American company on the Saudi Arabian 
blacklist, while Saudi Arabia buys from an American company on the Algerian 
list. The Arab League is not a monolith and Arab companies have always demon 
strated that their national economic interests come first. Saudi Arabia is in the 
midst of developing a huge construction program. Who is running this program 
for them, drafting specifications for bids, selecting contractors, supervising 
work: The U.S. Corps of Engineers. Saudi Arabia is also establishing two giant 
universities whose technical assistance is indispensable to their project: The 
educational specialists of the Department of Health, Education, and Welfare.

American companies are awarded Arab contracts because their goods and 
services are better, cheaper and more reliable than those Arab countries can 
buy elsewhere. They will continue to be selected even when American law forbids 
American companies to become even passively involved In the boycott.

The legislation under consideration in the Senate and the House does not 
and can not deal with the primary boycott of Arab lands against Israel. Arab 
lands are free to refuse to buy Israeli goods or to deal with Israeli firms. The 
legislation we seek will not and can not compel them to abandon their primary 
boycott against Israel btit it can and whould forbid American participation in 
the secondary and tertiary boycotts directed against American companies who 
do business in Israel or who are directed by "Zionist supporters."

Chairman MOKOA N. Thank you. 
Mr. Granbard.

STATEMENT OF SEYMOUR GRAUBARD, NATIONAL CHAIRMAN, 
ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH

Mr. GRAIT »ARI>. Mr. Chairman, my name is Seymour Graubard, and 
I am national chairman of the Anti-Defamation League of B'nai 
B'rith. Bearing in mind your request for brevity, may I make a few 
remarks requesting that our full statement, together with the exhibits, 
be incorporated in the record.

Chairman MORGAN. Without objection it is so ordered.
Mr. GRArnAiin. I mi#ht note, sir, that the statement, does contain 

some, interesting and valuable legislative background as well as ad 
ministrative background, and some facts which supplement what yon 
have already heard.

HIMTORfRK AND SKI.F-INCUIMINATION

T would now like to turn to a question that was raised initially by 
Mr. Solars ami then by Mr. Bingham in regard to the constitutional 
protection «>f firms that would be called upon to file reports as to 
whether or not they adhered to the boycott,

I refer the committee to a memorandum of law—and, Mr. Chair 
man, you were so right, there are lawyers here who are prepared to 
answer these questions. We filed the memorandum with the Subcom 
mittee on International Finance of the Committee on Banking. Hous 
ing and Trban Affairs of the Senate in connection with hearings held 
July 22 and 23, l!>7.r>. The memorandum of law is printed on pages 
105 and lOfi. We show with citation of applicable Supreme Court
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decisions that the privilege against self-incrimination does not apply 
to corporations.

Were an individual asked to state whether or not he complied with 
the provisions of law, which contain criminal penalties, he might de 
cline to do so on the ground it might incriminate him. But as far as 
the corporations are concerned, and I think 99.99 percent of all these 
exports come from corporations, we would have no problem in regard 
to the constitutional prohibition. I would like to offer a copy of the 
memorandum for the record.1

I might add, as you are all familiar, the SEC has -ecently held 
hearings in regard to "corporate gifts" to various people overseas, in 
connection with their corporate business—matters which might in 
volve criminal penalties.

But because the donors were corporations the issue of self-incrimi 
nation did not arise in the questions posed by the SEC.

EXTRATERRITORIAL APPLICATION OF U.S. LAW

Another comment in regard to the question that Mr. Bingham 
raised, and that is what is the authority of a holding company or a 
parent company in the United States over the acts of its subsidiaries 
abroad.

I have had personal experience with that. From time to time the 
United States has had official boycotts, as in regard to Cuba, and I 
recall not many years ago a corporation I represent with a subsidiary 
in Canada got into a conflict. It refused to allow its subsidiary in 
Canada to export to a nation that was then on the prohibited list of 
our own Government. The Canadian Government, becoming aware of 
this, made, a representation to the United States stating that the cor 
poration that existed in Canada under Canadian laws was subject to 
Canadian jurisdiction and would have to comply with Canadian laws.

Canada at that time had no equivalent of the U.S. boycott against 
that nation, and it ended up with the United States saying to the 
parent corporation we must recognize the fact that you have no 
authority in regard to this Canadian subsidiary, and that the sub 
sidiary must act pursuant to Canadian law.

I might say, sir, that this question arose in connection with Con 
gressman Drinan's bill, and I think that you can cope with the 
question of the foreign subsidiary of an American parent corporation 
by putting in an appropriate phrase or sentence making an exclusion 
in regard to compliance with the laws of a nation in which that 
foreign subsidiary is operating.

Mr. SOLARS. Mr. Chairman——
Mr. GRATTBARD. A further comment——
Mr. SOLARZ. Mr. Chairman, I had an appointment 15 minutes ago. 

I wonder if T can ask unanimous consent to put one question to the 
witness before T leave.

Chairman MOROAV. Any objection to the request of the gentleman 
f rorn New York ?

The Chair hears no objection.
1 Thi> memorandum referred to Is found In appendix 9. p. 718. also see Library of 

study appendix 10, p. 719.
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DISCLOSURE OF BOYCOTT COMPLIANCE

Mr. SOLARZ. If your analysis of the constitutional problems we 
talked about earlier is correct and there is no difficulty in requiring 
a corporation to disclose whether or not it has in effect violated a 
provision of American law, could you tell us what advantages there 
are in requiring someone to disclose whether or not they complied 
with the boycott if compliance with the boycott has previously been 
prohibited? I assume everybody will say they don't comply.

Mr. GRA CHART). I don't know what they would say. But the fact is 
that you have, such a simple instrument for obtaining compliance 
with the law by way of reference to the answers that are given that 
I think one should hesitate before giving it up. You cannot easily 

.get perfection in compliance with any law. I think that Members of 
Congress well know that. But here you have a ready made tool at hand. 
Why surrender it?

Mr. SOLARZ. Thnnk you.

CORPORATE SUPPORT FOR NATIONAL ANTIBOYCOTT MEASURES

Mr. GRAUBAPD. I have personally had conversations with a number 
of heads of the largest corporations in the United States, many of 
them told me what the chairman of the board of IBM told me when 
T raised this question of the boycott.

Oh, he said, yes, we- had a request a couple of years ago from I 
forget which Arab nation, it came up to me through channels, and 
I said no, and ho said now that I think of it we haven't lost any Arab 
business since that time.

The same story is true of others.
I have also met with the heads of some of the largest banks of our 

country in connection with letters of credit containing boycott condi 
tions, and they said we would rather not negotiate this paper, it is a 
nuisance, it clogs up our files and we don't like it anyway. Why can't 
Congress pass a law saying that these documents should not be per 
mitted and we would gladly forego the practice of participating in a 
boycott against our wishes.

I asked everyone- why don't you come forward and testify before 
the appropriate committees, and iust as though they had rehearsed 
it I got the answer, "Well, if I did that for my bank I might lose 
business and my competitors would get the business."

Gentlemen, \ou can put these big bankers at case if you adopt 
appropriate legislation barring these banking documents which 
further the boycott. They will thank you for this.

Finally, I would like your consent, Mr. Chairman, to have Mr. 
Brody make a few comments about the testimony of Secretary Simon, 
since he was here yesterday and heard Mr. Simon.

[Mr. Graubard's prepared statement follows:]
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PREPARED STATEMENT OF SEYMOUR GRAUBARD, NATIONAL CHAIRMAN, 
ANTI-DEFAMATION LEAGUE OF B'NAI B'RTTH

Mr. Chaiman, Members of the Coonittee. my name is Seymour Qraubord and 

I a* national Chaiman of the Antl-Dofamation League of B'nal B'rith. I an 

accompanied this morning by Mr. Justin Finger, Assistant Director of the 

League's Civil Rights Division, Mr. David Rrody, its Washington representative, 

and Mr. Mover El«enberg, a nenber of Its National Conniesion.

We appreciate, tte. Chaiman, your Invitation to appear before this body 

to present our views on the pending legislation to aaend and strengthen the 

anti-boycott provision* of the Export Administration Act.

The genesis and history of the Arab boycott are well known to this Com 

mittee. It was instituted in 1<&5 in an attempt to thwart the establishment 

of larael and hw been continued since 19^8 with the avowed objective of 

strangling larael economically. It Is an elaborate mechanism with voluolRous 

rules and regulations which is operated by a central Boycott Office head 

quartered In Danascus, Syria.

Mr. Chairman, I offer at this tine as an Exhibit the Rules of the Boycott 

Office, along with the following:

1. The Lavs relating to the Boycott of Israel of the Uhlted 

Arab Bairates, including Abu Ihabi,

2. The lav of Egypt.

3. The lav of Iraq. 

k. The lav of Jordan.

5. ine lav of ttwait, and

6. The lav of Saudi Arabia.

The Arab boycott oust be seen as nulti-dimensional; its prohibitions against 

American contractors or subcontractors doing business with Israel are Intertwined 

with religious discrimination against American Jews.

The United AdBlnistratlon actions against the boycott that have been taken 
over the past year and a half deal priaarlly with Its anti-Jewish component. The
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boycott's anti-Israel component — for example, the vise of Arab trade pressures 

to force American firms to avoid commercial relations with Israel, or to refuse 

to deal with other American finis which are blacklisted -- has received ccant 

attention from the Executive Branch. Thin facet of the boycott, which often 

pits American firms against other American firms merely to further the aims and 

objectives of foreign powers against a nation friendly to the United States, is 

similarly obnoxious and immoral.

This Comnlttee has before it several bills which would prohibit American 

business from compliance with various aspects of the anti-Israel component. 

We urge passage of such legislation.

It IB worth recalling at the outset the history of the anti-boycott pro 

vision, Section 3(5) of the Export Administration Act. Though phrased In general 

terms, the legislation was directed primarily at the attempt of the Arab countries 

to involve American business In their Middle East war by threatening them with 

economic loss if they dealt with Israel. As originally introduced in 1965, the 

bill would have prohibited compliance with boycott requests. The Bill was iden 

tical to H.R. 1*967, Introduced by Mr. Blnghsm, now before this Conrdttee. In 

deed, Congressman Blnghsm was a sponsor of the original bill, back in 1965.

Although In 1965 the House Banking and Currency Committee reported out the 

bill in the form of a statement of policy only, 17 of the 33 members declared 

their Intention to Introduce an amendment on the floor to prohibit compliance 

with boycott requests. The amendment, offered by the ranking Republican member 

of the Committee, William J. Widnall, vas rejected and the House adopted the

present version of the lav which merely "encourages and requests" non-compliance.
Significantly, the failure to enact an outright prohibition on com 

pliance was largely due to the position taken by the Department of State and 

jjpsnerce, which, while deploring the boycott of Israel, urged that flexibility 

be permitted in dealing with it. Referring to the House-passed blU and to
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legislation which would prohibit compliance with boycott requests, then-Secretary 

of Coanerce John T. Connor, testifying before the Senate Banking and Currency 

Couinittee on June 10, i.0(>5, stated:

"...We still think that either one of these proposals io undesirable 

from t{ie point of viev of the foreign relations of the United States and 

also from the point of viev of its effect on many U.S. manufacturers and 

other trading organizations...

"However, if it is the wish of Congress that there be some such expression 

of policy, and sane requirements that the Executive Branch issue regulations. 

we would prefer the provision that is in the House-approved bill to tho abso 

lute prohibition." (Hearing H.R. 7105 and S. 1896 to extend and amend the 

Export Control Act of 191*9).

Spokesmen for the Administration at that tiae said "Let us rely upon diplo 

macy and friendly persuasion."

The Administration's indifferent attitude toward any anti-boycott legisla 

tion ha«, unfortunately, pervaded the enforcement and implementation of the Act 

since the very beginning.

In liX>5 Congress clearly intended that enactment of the Export Administration 

Act should provide a legal and statutory basis enabling the President to use his 

authority to curtail exports in order to cope with the boycott. The legislation, 

eaid the House Counlttee on Banking and Currency in Its report (H. Rpt. 1»3U, 89th 

Congress, First Session) '"will furnish the Administration with clear legal authority 

to protect American business firms froa competitive pressures to become involved in 

foreign trade conspiracies against countries friendly to the United States."

However, not once since the statute was enacted has an Administration used 

its authority to curtail exports in order to cope with the boycott. While the
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Committee and the Congress intended to give the Executive "flexibility" in 

deallnG with the boycott, and did not intend to "tic the hands of the Ad 

ministration by making any particular course of action mandatory," Congress 

did not envisage thax this authority would never be used.

And this attitude prevails to this day. For another example, the Act 

provides for Regulations to be issued by the Conmerce Department to implement 

its provicions. For years the Regulations provided only that exporters receiv 

ing boycott requests report this fact to the Department of Conmerce. After 

persistent demands from members of Congress and organizations such as the Anti- 

Defanation League, the Regulations were amended in October of last 'rear so that 

it became mandatory for the exporter to report whether he intended to comply 

with the boycott request. It was only then that the reporting requirements were 

also extended to cover banks and other service organizations.

Only since !*rch of 1975 was there any more than indifferent enforcement by 

the Department of Comnerce of even the reporting ReguLationc then existing. 

Since May of last year, six firms have been charged, and four found guilty, 

with failure to report boycott requests (the remaining two cases are pending); 

2?6 additional firms, being considered firat-offense cases, have been '"vmrned" 

for failure to report.

Indeed, until late November of 1975 the Department of Coraaerce was actually 

engaged In furthering Arab boycott practices by its dissemination to American 

firms of tender offers containing boycott restrictions. Not until after the Anti- 

Defamation League brought suit in September 1975 against the Department did it 

agree to discontinue this practice; most recently, as a further outgrowth of the 

same lawsuit, the Department has now agreed to make public the names of those 

firms charged with failure to report boycott requests.
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Administration spokesmen consistently state their view of the Arab boycott 

problem at Involving two separate Issues.

One consists of Arab pressures on U.S. firms to discriminate against American 

Jews.

The other, as Charles W. Hostler of the Department of Connerce testified In 

March of 1975, Is a "long-standing system of economic sanction applied oy Arab 

League countries against certain types of business relationships undertaken by U.S. 

firing with Israel." Spokesmen for the Departments of Comerce, State, Treasury 

and Justice have repeatedly made this distinction.

The new Export Administration Regulations, while prohibiting compliance 

with requests for religious discrimination, merely "discourage" American firms 

from complying with anti-Israel boycott conditions. And the presidential anti- 

boycott package announced in Novenber 1975 dealing with federal agencies, federal 

contractors and bank* IB similarly directed at the anti-Jewish component.

Virtually the only significant anti-boycott iction of the Executive Branch 

ha* been the Justice Department's anti-trust suit against Bechtel Corporation, 

and some newspapers reported the opposition of the Department of State to this 

action.
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Administration spokesmen have consistently opposed effective anti-boycott 

measures. One claim made io that the boycott represents "political activity" 

by the Arab r.tates. Thin argument disregards the powerful and negative Impact 

the boycott has had on American firms and citizen*. An analysis by the Moss 

Subcommittee, for example, shows that during the period between January 1, 1971* 

and December 5> 1975, 63! firms filed boycott request reports covering sales 

totalling about $800,000,000. And from October 1, 1975, when reporting of intent 

to comply became mandatory, till December 5, 1975, 91'jk of firms indicated inten 

tion to comply.

Based on the several hundred warning letters sent by the Department of Com 

merce, obviously many more firms have complied with the boycott but simply failed 

to report.

That the Administration's actions, limited ac they are to the component of 

religious discrimination, will have a negligible impact on Arab boycott practices 

is made clear by a startling fact admitted by then-Undersecretary of Coomerce 

Baker in his December testimony. He revealed that "since the inception of the 

boycott reporting requirement in 1965, over 50,000 transactions involving a boy 

cott-related request have been reported. Of these, only 25 instances have been 

reported where the request apparently involved [religious] discrimination."

Mr. Hostler of Commerce argued that "American firms should not be restricted 

in their freedom to make economic decisions based on their own business interests, 

where no element of ethnic or religious discrimination in violation of U. S. law 

is involved'^ (Curiously, Commerce seems to feel that while American firms may 

properly have forced upon them business restrictions by foreign powers, it would 

be improper for United States law to restrict American firms' compliance with the 

boycott.)
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The argument that anti-boycott measures would jeopardize peace negotiations 

in the Middle Kast has also been consistently invoked by the State and Cosaeree 

Deportments in opposing the anti-boycott legislation, orald L. Parsley, speak 

ing for the Department of the Treasury, stated in March, 1975 that "a peace 

settlement is the best way to bring a definitive end to the Arab boycott." Mr. 

Baker foresaw serious adverse lapact on the American economy and a dire loss of 

significant trade benefits if the Arab countries interpreted more restrictive 

U. S. anti-boycott Legislation as an anti-Arab action. He went so far as to say 

that the .passage of H.R. 1*967. the Binghan bill, could "cripple the United 

States effort to bring about a fair settlement of the conflict In the Middle 

East." "The only way to bring this boycott to an end," Mr. Baker added, "is 

to achieve such a fair settlement."

This argument Is not new. in 1969 a Coanerce Department spokesman, 

testifying before the Senate Banking Committee, opposed any change in the 1965 

law, saying:

"In addition, delicate foreign policy negotiations currently are 
under way to bring about a viable settlement of the fundamental 
dispute between Israel and the Arab states."

A state Department spokesman at that tine repeated the same refrain, say 

ing ("Mandatory legislation will be slailarly regarded as one-sided, pro-Israel 

legislation at a tlae when we are trying to help bring about a settlement in 

the area."

We submit that more than a decade has passed without a resolution of the 

conflict. We cannot wait passively any longer for final p»»-:e in the Middle 

East before seeking to halt Arab coercion of American business firms.

A recent Washington Post editorial put it well -- "That Arab League states 

conduct their own trade boycott against Israel is their business...that Arab 

states should expect to enlist American fins to support the Arab boycott Is, 

however, very different. The issue is that simple."
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Instead of con?)lying with the boycott, the Post editorial oddei. What 

the/State/ Department should be doing . . . is telling the United States' 

Arab friends that a deepening long-term relationship is only possible on the 

basis of mutual respect."

Legislation before this body vould prevent American business firms from 

being used by the Arab countries in their war against Israel. Far from being 

"one-sided," the enactment of such legislation would make plain to the world 

that we do not want American business firms to be made pawns in fights between 

other nations, and that American business should be free from any foreign 

pressures in making decisions about whom they may wish to trade with.

The AD^, revealed at a press conference in March of this year the names 

of a number of firms violating U. S. anti-boycott policy, including over 20 

banks who also flout the warnings of the Federal Reserve Board issued last 

winter against boycott participation. As a result of our charges, a few of the 

business firms and banks announced changes of policy and some offered to an 

nounce their support for federal antl-boycott legislation. General Mills and 

Pillsbury, for example, have pledged to join ADL in support of such legisla 

tion. Others promising support are Bausch & Lomb, the first National Bank of 

Minneapolis and the Fir,,;. National Bank of Chicago. A number of other banks 

and businesses have informed us they will no longer comply with Arab boycott 

restrictions. These Include Anetek, Inc., Rubatex Corp., Seal-G-Matic Dispenser 

Corp., continental Bank of Philadelphia and Provident National Bank, also of 

Philadelphia.

The Marine National exchange Bank of Milwaukee has told us it has written 

to a bank in the Arab world stating that it does not wish to receive letters 

of credit containing boycott provisions.

The importance of the letter of credit
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in the boycott operation *annol b*1 overemphasized. A typical example of such 

documents Is one dated Uctoler ID, W7 1?, Issued by l.he uafidain Hank, Baghdad, 

Iraq, and addressed to the Dank of America. This requires on American firm, 

Mar Icy International, Inc., of Mission, Kansas, as a pre-condition of payment, 

to obtain and present to the B-trtk of America certifications that the ship 

carrying the goods wae not on the Iraqi governnent blacklist and that the manu 

facturer was not a "branch or a mother coqpany of firm included in the Israeli 

boycott blacklist." I offer this document as an exhibit.

The business firms and banks which have expressed their opposition to thr 

boycott and their desire to be free fro* its pressures deserve support. What 

they want and need is a legislative mandate prohibiting compliance by all. The 

reason for this need goes to the core of Arab boycott operations in the United 

States. The boycotters use the weapon of possible loct of Arab business tJ 

pressure American firms Into compliance with boycott and blacklisting regula 

tions. No American fin wants to place itself in a weak competitive position 

with another American firm in bidding for Arab trade. Such concern is under 

standable.

Today, if an American firm or bank voluntarily refuses to abide by Arab boy 

cott restrictions, it fears a lose of Its Middle Eastern market. On the other 

hand, the business enterprise which submits to Arab pressure! will probably 

obtain the business. We nave, therefore, an anomaly: the American firm which 

obeys the strictures of U, S. anti-boycott policy nay be penalized by loss of 

business; the company which submits to t.he boycott, and, in doing so, violates 

American policy, profit*.

When one firm, for the purpose of economic gain or advantage, complies
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with boycott or other restrictive trade practices imposed or inspired by a 

foreign country against another country friendly to the United States — or 

against other American firtu because they do business with that friendly country 

-- such coapliance is clearly ianoral. It is ianoral because it is unfair, dis 

criminatory, and destructive of the open marketplace, there Bust be laws 

against it, just as there are lavs against bribery. And lest this be objected 

to as "legislating Morality," let us renaifcer that It is precisely on the ooral 

principles of fairness and equity that all existing regulatory laws rest.

It is necessary for firms wishing to stand up to the Arab boycott to be pro 

tected by making the prohibition on cosqpllance universal throughout American 

business. It Is also necessary that such prohibition DC on a federal level in or 

der to allay expressed fear In several states whose legislatures have enacted anti- 

boycott provisions that they will lose Arab business to other states which have 

not enacted such Measures. The only nay to sorely protect all is to make com 

pliance with the boycott universally prohibited throughout the United States.

Now let us address ourselves to the fears of the D-ipartms-nt of Commerce that 

American trade In general will be hurt by the suggested legislation. Such fears
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appear to be ill-founded. A perucol of the boycott reculations will ::hov. 

the Arabs apply their blarl-J ict capriciously. As 'Hie New Jtork Tinws conwenteil 

in April, "the expertn note that in business deals the Arabs have become hitf'.ly 

sophisticated, cxaniiiinc comparative prices, quality and delivery terms more *vhan 

the foreign policy of the supplier nations . . . even in their blacklist of con 

cerns that have installation!; in Israel, the Arabs have recently taken a more 

flexible approach, in keeping with their needs to do business at the best terms. 

Roth i £ypt and Dyrla, Arab sources report, have browM forward proposal s that 

companies < suld be removed from the blacklist if they contribute to the economic 

development of the Arab world to a greater degree than their Involvement in 

Israel."

'Hie sane article discussed the fact that even though trance hae been cooper 

ative with the boycott, its trade with the Arab nations has fallen behind V/est 

Germany, Italy, Sweden, the United States. and The Netherlands. West Germany, 

Incidentally, is generally uncooperative vlth the Arab boycott. FVen Under 

secretary Baker, in response to questions In his testimony in December, admitted 

that there are many companies doing, business both with Arab countries and with 

Israel on a consistent basic.

And it aeeras also that what limited persuasion has been effected on American 

companies by private troupe such as the Anti-Defamation League and by statements 

from meabers of Congress, far from stiffening the Arab boycott, has actually 

rendered it more flexible. There is an extremely sijjnifleant report in the 

April ?6 issue of Arab Frees Service, an authoritative Arab publication oricioat- 

ing In Beirut. The report Indicates that some Arab governments are shifting 

toward a policy of greater flexibility in their application of the boycott, with 

two specific changes mentioned. The report indicates that foreign companies can 

be removed from the Arab blacklist even without severing their ties with Israel,

74-772 O - 76 - IS
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If they arc willing to commit themselves to investments in the Arab world worth 

twice as much as their Israeli investments. Second, there is a reported decision 

to grant entry visas to Jewish personnel to enter Arab countries, including Saudi 

Arabia, if they are involved In joint projects in the Arab world. The Justifica 

tion for these changes cited by the Arab Press Service Is that they will 

strengthen Arab economic visibility, "reduce vorln opposition to the boycott 

policy," and "lure...Western know-how and investments to the Arab world."

Another such Indication appeared in April In the Christian Science Monitor 

reporting that Dr. Ohari A. Al Oosalbi, Saudi Arabia's Minister of Industry and 

Electricity, had stated that "if a coopany Is willing to do In the Arab world ex 

actly what it does la Israel, it can be removed fron the Arab boycott list." The 

Saudi official's remrks were described by the Monitor as "an effort to defuse the 

Arab boycott Issue and permit U.S.-Saudi economic ties to flourish."

Proa this it is obvious that the emetwnt of l»ws designed to thwart the 

boycott will not thwart trade, but will instead force the Arab* to divorce business 

from politics.

Mr. cuirnan, we reccstsmnd the following course of action:
We urge the passage of legislation which would add teeth to the Export 

Administration Act. You have before you H.R. 1*967, the Binghaa bill, H.R. 5913, 
the Drlnan bill, H.R. lU*63, the Koeh-Schew bill, and a proposed series of 
•asndMttts offered by Rep. Rosenthal.

He urge that it be prohibited to participate in a boycott - secondary or 

tertiary - Initiated by a foreign government directed against a country friendly 
to the United States.

We call for legislation which would require that report! of boycott requests 
be nad* public by the Departaent of Coss»erc«.

We ask that the prohibition on participation in foreign boycotts extend to 
banks and other related service organisations. We also urge that there be a 
specific outright prohibition upon the handling by banks, even "pissively", of
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letters of credit containinc boycott-tainted provisions.

In short, !lr. Chairman, we would like to see what is already U.S. policy 

become U.S. law. If there is anything that demonstrates how necessary such a law 

is, it Is the fact that some business firms which have violated the policy are 

noir anxious to be legally prevented frcn doing so. This is not a paradox; It re 

flects the facts of business life.

Mr. Chairman, let me make it clear that the Anti-Defamation League does not 

oppose trade between the United States and the Arab world; we want to mate cer 

tain that such trade is free trade. We do not want to restrict the businessman, 

but to free hln free restrictions placed on him by foreign governments. We be 

lieve that this is the responsibility of our governaent. The vastly increasing 

Arab petrodollar wealth available for trade and the proliferation of boycott de 

mands reaching our shores make action on this natter urgent.
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Chairman MORGAN. Mr. Brody.

STATEMENT OF DAVID A. BBODY, WASHINGTON DIRECTOR, 
ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH

Mr. BRODY. Thank you.

EXTRATERRITORIAL, APPLICATION OF U.S. LAW

Before I do, Mr. Chairman, I want to state for the record that I 
have cited this case, involving the wholly owned subsidiary of a U.S. 
corporation in Canada without knowing it was a client of my na 
tional chairman. The same thing has happened also in Argentina 
where General Motors has a wholly owned subsidiary. When General 
Motors tried to compel its subsidiary not to sell automobiles to Cuba, 
the Argentine Government in effect told us to mind our own business.

This was so even though it was a wholly owned subsidiary of a 
U.S. corporation. They told us not to meddle in their internal affairs 
and that their law was going to be the controlling law.

It seems to me particularly in this 200th year of the founding of 
our country, if Argentina and Canada can stand up for their own 
internal laws we ought to be in the same position and stand up for 
our values.

Yesterday when Mr. Simon testified here he referred to some of 
these measures as "heavyhanded."

Now, Mr. Bingham is here, and Mr. Whaloii was here earlier. Both 
of them, along with four other members of this committee, have spon 
sored II.R. 5967, which would ban compliance with boycott requests. 
Knowing Mr. Bingham and Mr. Whalen as well as I do, and some 
of the other members, I would hardly consider them heavyhanded.

19«5 CONGRESSIONAL ANTIBOYCOTT ACTION

Furthermore, he said, let's not rush into coercive legislation.
In 1965, 21 Members of the House, including Mr. Bingham and 

29 Memlxrs of the Senate, introduced bills identical to II.R. 4967, 
and Mr. Bingham at that time testified before the Banking and Cur 
rency Committee which had jurisdiction over the Export Adminis 
tration Act before it was transferred to this committee, and what 
Mr. Bingham said in 1965 I think is equally applicable today, and 
I would like, with your permission, Mr. Chairman, to insert Mr. 
Bingham's statement into the record at this time.

Chairman MORGAN. Without objection it is so ordered.
[Mr. Bingham's statement before the House Banking and Currency 

Committee follows:J
STATEMENT OP HON. JONATHAN B. BINOHAM BEFORE THE SUBCOMMITTEE ON INTER 

NATIONAL TRADE OF THE HOUSE BANKING AND CURRENCY COMMITTEE IN SUPPORT 
OF H.R. 43(50. MAY 21,1!MW
I wish to thank the Committee for this opportunity to present this testimony 

in support of the proposal to amend the Export Control Act. I co-sponsored 
this proposal (H.R. 4360) with several of our colleagues in the House. It is 
identical to a measure offered in the Senate.

The Arab countries consider that a state of war now exists l)etween them 
and Israel. They have, as a matter of policy, proclaimed an economic hoycott. 
against Israel which takes the form of not only refusing to permit Israeli 
products to enter their countries, but of barring products of companies which
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maintain any trade with Israel. Thus, under the boycott as conceived and 
extensively applied, a U.S. business concern which manufactures goods in this 
country of materials which originate here would be barred from selling goods 
to Arab nations if it sells comparable goods to Israel.

This policy is not uniformly enforced. Thus, there is evidence that where the 
U.S. business in ingenious enough, it can circumvent the boycott. Moreover, if 
the Arabs find a sufficient desire for the goods or services they have found 
ways to rationalize overt violations of the policy. A case in point is the Hilton 
Hotel Corporation which refused to withdraw from operation of a Hotel in Tel 
Aviv. The Arab countries first threatened to prohibit Hilton from continuing 
to operate in various Arab countries. When the threat failed, the Arabs "inter 
preted" the boycott policy not to cover this type of operation because hard 
currency was being paid by Isri el to Hilton. The fact that the same analysis 
would apply to U.S. firms selling U.S.-made goods is ignored by the Arab 
countries.

The purpose of this amendment is to protect those business concerns which 
are unable to compel the Arab nations to permit them to trade with them with 
out refusing to trade with Israel. Trade free of this restriction will be of benefit 
both to our domestic corporations and to the democratic State of Israel.

The boycott is effectuated primarily by reliance on cooperation by the foreign 
merchants with the Arab Boycott Committee. Affidavits are solicited from the 
corporations attesting to no "commercial, industrial and/or any other relations" 
with Israel. Failure to provide such assurances in normally fatal to any com 
mercial dealings with Arab nations. Thus, critical to the boycott is the coopera 
tion of the business world.

I am convinced that this cooperation is, in most instances, not given vohm- . 
tnrily. Rather, it IM the result of fear that those who do not cooj>ernte will be at 
a disadvantage in relation to those who do. Some businessmen may cooperate 
because of indifference and perhaps a few may sympathize with the boycott 
(though thin is probably a very minute group).

A concerted withdrawal of this coo(>eration would, in my judgment, end the 
boycott. The alternatives available to the Arab States under this circumstance 
would be either to try to maintain the lioycott without reliable information or to 
drop the boycott. In effect, ending C.S. business cooi»eratlon with the boycott 
would mean that the Arab countries would l»e faced with the choice between no 
trade with T'.S. companies or trade free of boycott restrictions. I do not believe 
that they will choose the first alternative.

I would also like to note here that we may erroneously have accepted the 
Arab Boycott Committee's claim that the Arab nations are monolithic on this 
subject. Kecent e\-ents raise serious doubts. For example. Tunisian President 
Roiirguiha has suggested i»eaceful relations with Israel. Moreover, there i.s no 
uniformity in the Arab nations' resjKmse to West Germany's decision to establish 
diplomatic relations with Israel.

I nm not persuaded to withdraw support for this amendment to the Export 
Control Hill by the arguments advanced against It thus far. One argument is 
that if the boycott were to be imjxmed against a corj»oration which does not 
trade with Israel, the "innocent victim" could not provide proof of his inno 
cence". This seems far-fetched. If there really were such a rase, this matter 
could reudily be handled through diplomatic channels.

Another argument advanced against the proposal is that its passage would 
incite an increase in the intensity of the Arab nations' boycott. I find this con 
tention ridiculous. I cannot accept the notion that placing an impediment in the 
path of a wrong-doer encourages wrongful conduct.

A more apparently weighty argument, is the contention that a T'.S. government 
prohibition against private corimrations' cooperation with the Arab boycott is 
inconsistent with our program with regard to economic isolation of Rod China, 
North Korea. Culm and North Vietnam. I do not, however, accejrt this claim. 
There arc profound differences in principle and tactics between the two situations. 

First, and most importan f , there is a most profound difference between our 
attempts to impose an economic quarantine on international aggressors whoso 
actions are rightfully condemned by the free world and the Arab boycott of 
democratic Israel which proffers the hand of good neighbor. The basis of our 
ap|>eal to other nations is not vindication of our national pride but, rather, is 
predicated on an appeal to international morality.

Second, we have not tried to punish other countries or their businesses which 
did not accede to our requests in regard to the quarantine of aggressive Com 
munist states.



222

Third, while we do reqnire companies which Import from the United States to 
describe the ultimate recipient and we proscribe U.S. exports which will go to 
Red China, North Korea, North Vietnam or Cuba, this is totally different from 
the Arabs' efforts to Ret information from U.S. businesses in support of their 
effort to prevent trade in non-Arab goods with Israel. We do not attempt, to 
prohibit exerts to countries which deal in other merchandise with the four 
nations against which we have imposed economic sanctions.

In summary, I would reaffirm my conviction that this legislation is practical, 
desirable ami could play a constructive role in protecting free trade. Both U.S. 
industry and Israel need and deserve this protection.

REFUSAL TO DEAL PROVISION

Mr. BRODY. Also when the Secretary testified yesterday, and I refer 
to page 7 of his testimony, he was asked a question both by Mr. Solarz 
and Mr. Lagomarsino, and I believe it was Mr. Parsky who answered 
the question, because the Secretary had to leave—in referring to the 
refusal to deal provision of the Koeh-Scheuer bill he said that the 
Arab countries do not request U.S. firms to refuse to do business with 
other American firms which may be on the blacklist.

You recall that, Mr. Lagomarsino?
Mr. LAOOMARSINO. Yes.
Mr. BRODY. And on those occasions when the Treasury Department 

called to the attention of the Arab countries the fact the refusal of 
one American firm to do business with another American firm might 
constitute a violation of the antitrust laws, he said they immediately 
backed off.

If that is the case I suggest that if the Arab countries were to be 
told that our law prohibits compliance with boycott requests and does 
more than merely encourage them and request them not to comply, I 
think we would find the response might very well be the same.

Furthermore, you will recall he testified against the refusal to deal 
provision in the Koch-Scheuer bill. lie did it on two grounds. One, he 
said it is really not necessary because the refusal to deal would now 
constitute a violation of the antitrust laws. Then he went on to say, 
but, if the legislation goes beyond the refusal to deal pursuant to a 
combination or conspiracy or agreement, and if it is going to apply to 
a unilateral refusal of one company to do business with another com 
pany because of a possible boycott demand, then it would be going 
too far, the proposal would be undesirable, because it would create 
difficult problems of proof.

Then, be also contended that the Arabs don't request one American 
firm not to do business with another American firm. Thus, he really 
missed another reason for opposing that provision in the bill that it 
is unnecessary because the Arab countries are not really engaged in 
the so-called tertiary boycott.

It seems to me what you have here is a classic case of a heads, the 
Secretary wins, tails, the committee loses. Either way he is opposed 
to the legislation. That by the way, is not the first time that this has 
happened.

SUSPENSION OF EXPORT PRIVILEGES

For example, there is a provision in the Koch-Scheuer bill which 
would make explicit that under existing law the Secretary has the 
power to suspend export privileges for violations of the antiboycott 
provisions of the act.
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Now, Mr. Parsky in testifying before the Senate Banking Subcom 
mittee in July of last year, said he opposed that provision saying that 
it would inject an element of uncertainty into existing business rela 
tions with the Arab world since the President could under that pro 
vision, act at any time, to prohibit exports and other economic trans 
actions with any of the Arab countries.

But, at the same time, before that same committee, another spokes 
man for the administration, Assistant Attorney General Scaha, for 
the Justice Department, opposed that provision of the Koch-Scheuer 
bill, saying it was unnecessary because under existing law the Secre 
tary already has that authority.

REFUSAL TO DEAL PROVISIONS

I think, too, getting back to another point Mr. Bingham made 
yesterday with respect to the refusal to deal provision, when Mr. 
Bingham asked Mr. Parsky why don't we make it explicit, as the 
Koch-Scheuer bill would do, that one American company cannot refuse 
to do business with another American company because of a boycott 
demand, he stated as I have that he was opposed to such legislation. 
And he also indicated in response to the chairman's opening question, 
when the chairman put it to him quite bluntly, referring to his own 
bill, simply to extend the life of the Export Administration Act, And 
lie, said to'Mr. Parsky, "Look, this bill isn't going to fly in just these 
simple terms, we are going to have to adopt some legislation strength 
ening the hntil>ovcott provisions of the law."

Mr. Parsky still said no, we can see no need for any legislation.

ANTI-JEWISH ASPECT OF TTIK BOYCOTT

I want to go on to one thing Mr. Maslow said with respect to Secre 
tary Simon's statement that the boycott is not religiously based.

The Secretary frequently refers to a joint communique which our 
Government and the Saudis issued within the last year which says that 
the boycott is not based on any form of discrimination relating to race, 
color, religion, national origin, sex or age. Mr. Simon has constantly 
adhered to that position.

I recently had occasion to send over to the Secretary a power of 
attorney wx -ich is used when an American firm wants to make applica 
tion to register a trademark in a foreign country. Now. the particular 
Saudi power of attorney stalls out by saying "we solemnly declare 
that this company is not Jewish nor controlled by Jews or Zionists."

When T was confronted with a response by the Treasury Depart 
ment, that this Saudi attorney no longer uses this power of attorney. 
I simply told the Assistant General Counsel, that that reply was 
hardly a satisfactory one, and I gave him—and I would like to include 
it in the record at this point—a summary of Saudi trademark law, 
which states among the various documents required is a power of 
attorney, including a "Creed Declaration."

[The document referred to follows:]
SAI'DI ARABIA

Lair.—-High Deorw Xo. 33/1/4 of Ortoter 8. 1039 M5 Pnt. & T.M. Rev 320) ; 
Roynl Decrpi' Xo. M/24 of Jnly 13. 1974.
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Conventions.—Saudia Arabia Is not a member of the International Union.
Definition of a trademark—A trademark is that mark which may be stamped 

on good* in order to show that such Roods belong to the proprietor of that mark.
Who may apply.—Any person claiming to be the proprietor of a trademark 

may make application for the registration thereof.
What can be registered.—A registrable trademark should be composed of 

letters or figures, pictures or marks or all of these, so that it may form a special 
and distinctive type.

Not registrablc.—It is not lawful to register as a trademark:
(a) marks which do not comprise any distinctive description, or consist of 

signs or descriptions which are merely the local names given to any of the 
products concerned, or an ordinary ske-tch or picture of any mark described in 
(b), (c), (d) and (e);

(6) official marks, stamps, flags, general insignias and international symbols 
or representations of any member of the Royal Family or any commodity except 
school books;

(c) marks which contain symbols or anything which has a religious 
significance;

(d) marks of an immoral nature, or marks which may be contrary to Islamic 
traditions, religious principles and public security;

(c) marks which are calculated to deceive the public, or which may contain 
false indications of the origin and characteristics of the goods, also well-known 
marks which serve as a guaranty of the kind, make and origin of the commodities 
or articles on which they are stamped. Such a mark may, however, be registered 
on application by their original manufacturer or proprietors.

Classification.—A single application for registration of n mark may be made 
for more than one kind of goods, but an application which is made for one kind 
shall not thereafter IK* modified to include more than one kind. A new application 
in respect of these additional goods must be submitted.

Marks in colors.—Trademarks or any part thereof may consist of a particular 
color or colors, but if they are to be registered without defining the color, they 
shall he considered as consisting of all colors. 

Documents required—
Authorization of agent including Creed Declaration, legalized by Saudi- 

Arabian or any Arab consul. 
55 prints of the mark. 
Electrotype (also for word mark).
Certified copy of home registration, if mark previously registered. If mark i.« 

not registered in home country, certified copy of any foreign registration or a 
certificate legalized from the local Chamber of Commerce evidencing ownership 
of the mark.

Procedure.—An application is filed with Registrar of Trademarks, who after 
acceptance publishes the mark. Applicant is notified within one month of ac 
ceptance or refusal by Registrar.

Appeal.—Applicant may appeal to higher authorities from decision of 
Registrar.

Advertisement.—Accepted applications for registration are published in the 
official newspaper.

Opposition.—Any person may within six months from the date of publication 
file opposition thereto in the Supreme Chamlwr of Commerce, and also report the 
same to the Registrar. The Chamber of Commerce, after investigating the en.1 ? 
shall communicate its decision to the Registrar. The Chamber of Commerce is 
also authorized to permit the Registrar to effect registration, subject to certain 
conditions or modifications which the Chamber may consider necessary in con 
nection with the trademark.

Effect of registration.—Any person registering a trademark shall be con 
sidered the sole proprietor thereof.

Duration and renewal.—A registered trademark is protected for ten years 
(Hejlra years which are 11 or 12 days less than the Gregorian year) from the 
date on which application was submitted. It may lie renewed for n similar period 
within a period of three months before the expiration of each period. If registra 
tion is not renewed the office of registration shall notify the proprietor to renew 
and pay the fees within three months.

Documents for Renewal.—Authorization of Asrent. including Creed Declara 
tion, legalized by Saudi-Arabian or any Arab Counsel; original certificate of 
registration ; 5T» prints; 1 electrotype.
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"'hue irithin which mi.k cannot be reregistered \>y another.—Where registra 
tion is cancelled for failure to renew, the mark cannot be reregistered by a third 
party within three years from date of cancellation.

AxMit/nnient.—An assignment of a trademark must he recorded.
DwumeiitK required.—Authorization of agent including Creed Declaration, 

legalized by Saudi-Arabian or any Arab C'onsnl. Tlie assign meat deed or a home 
certificate of assignment, legalized by Saudi-Arabian or any Arab Consul; origi 
nal certificate of registration ; electrotype ; fi5 prints of the mark.

Ciini'dlatuin.—If any person proves that he has used a trademark continuously 
for one year before its registration by another, he shall have the right to own 
such a mark. This right is a personal one and is not hereditary or transferable.

Liniitatiim r>f time for action.—After five years from date of registration, 
ownership of mark cannot lie contested.

Third party >'iffht*.—See "Cancellation."
rimtinim.— Imported goods bearing infringing marks or marks not rejristrahle 

(see page Ul'i). except those which are not registrahle due to dexcriptiveness or 
lack of distinctiveness may he seized and confiscated at Hie Customs.

Mr. HKODY. Furthermore, it was in Noveml>er, on November 25, 
when the Saudi Embassy here issued a press release setting forth its 
policy with respect to the issuance of visas, and it stated "Saudi 
Arabia does not admit anyone adhering to Zionism."

I don't need to tell this committee that Zionist is a code word for 
Jew and that the Saudis so interpret that word, and indeed the Com 
merce Department, when it recently issued its revised regulations on 
November 20, made plain that code words would fall within the pro 
hibition of discrimination bused on race or religion.

Plainly, the Commerce Department was referring to this type of 
case.

I might »dd one thing in conclusion; that, when the Treasury or 
State Department spokesmen say that the lx>ycott is not economic, it 
is political, they are taking a position which is completely contrary 
to the position taken by the Justice Department in the ttechielcnse and 
fully consistent with the position taken by Bechtel which, in its re 
sponse to the civil suit brought by the .Justice Department, has stated 
that the boycott is political.

Chairman MOIMIAN. Thank you, gentlemen.

CORKWATK SriM'OKT FOR ANTIBOYrOTT MKASl'RES

Mr. Maslow. you stated, in your testimony on page 4, U.S. business 
men have said they would be willing to defy the Aral) boycott if only 
they were given some authority to do so.

Mr. (iraubard makes a similar point on page 13 of his statement.
Can either one of you furnish any concrete evidence to this effect?
Mr. MASIXIW. I can tell you this. I asked permission, where I had 

received material in writing, and I was told, please don't press us, we 
are afraid of reprisals, we are afraid of pressure from others in the 
community, and they refused to give me permission to disclose the 
names of those who had said so.

Mr. GRAfHARD. We have a number of names of firms that state that 
they will join us in supporting the legislation l>efore this committee. 
Isthat what you are referring to, sir?

Chairman MORGAN. Well. I am referring to Mr. Maslow's statement 
on page 4, they would lx> willing to defy the Arab boycott only if they 
were given some statutory authority to do so.
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Mr. GRAUBARD. That is right in line with what I informed you the 
heads of these major banks told me; they would like to be barred from 
aiding the Arab boycott but none of them wants to stick his own par 
ticular bank's neck out. 

Chairman MORGAN. Mr. Buchanan.
Mr. BUCHANAN. Mr. Chairman, first, may I say, for the record, that 

\ve Republicans in the South run into similar problems from business 
men who will say "I am for you but I can't afford to let my name be 
publicly used because of what might happen to me in reprisal." It has 
changed a little, but it was that way when I started.

Gentlemen, I want to thank you for a most effective case, and I think 
you really made quite an impressive case.

I must say that T looked at the list of witnesses and I saw David 
Hrody was seated at the table but not listed among the witnesses, and 
having been one of many people who have been very effectively per 
suaded by him on questions involving justice, equity, and human rights, 
I wondered how he could remain a silent partner. I am pleased to see 
it did not happen.

I want to thank all of you for your most effective testimony.
Mr. BRODV. If I may respond, Mr. Chairman, to what Mr. Buchanan 

said at the very outset. One of the reasons why the situation has 
changed in the South in recent years is in good measure due to people, 
like Mr. Buchanan.

Chairman MORGAN. Mr. Bingharn.
Mr. BINOIIAM. Thank you, Mr. Chairman.
I, too, would like to thank this panel of witnesses, and I think they 

have made a very impressive case. And I am only sorry that more 
members of the committee were not here to hear them.

8TATK ANTIBOYCOTT LAWS

1 do have one or t wo small questions.
I am interested in the number of States that have adopted legisla 

tion along these lines. Do any of you have that ?
Mr. MASI.OW. Three: New York, Illinois, and Maryland.
Mr. BINOIIAM. And you mentioned something about the Lisa Act.
Mr. MASI»W. The Lisa Act is the name of the New York law. It 

became effective January 1, 1975. It is named after the assemblyman 
who introduced it.

Mr. BINOIIAM. Has there been any challenge to these laws on the 
ground of constitutionality that they would interfere, that they were, 
in fact, impinging upon the prerogative of the Federal Government.

Mr. MASI/>W. Yes; New York State tx»gan a series of legislative 
hearings in February 1070 and issued a subpena to General Electric 
demanding its testimony. General Electric went to court and con 
tended that this area had been preempted by the Federal Government 
and their complaint was dismissed and the subpena upheld.

Chairman MORGAN. We will be putting in the record and will 
furnish you a copy of the statement by Mr. James J. Dickman, Presi 
dent of the New York Shipping Association, and I think it will 
answer some of your questions. We have some extra statements. I 
will see that you receive one.

[The statement referred to follows:]
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STATEMENT OF 
NEW YORK SHIPPING ASSOCIATION, INC.

TOT HI! 
HOUSE COMMITTEE ON .NTLHNATIONAL RELATIONS

ON 
FOREIGN BOYCOTTS

This statement is submitted on behalf of New York Sh.pplng 

Association, Inc. to the House Committee on the Important Issue of 

foreign boycotts. NYSA is a not-for-profit corporation, organized 

under the laws of the State of New York, for the purpose of represent 

ing Its steamship carrier members, terminal and stevedore members 

and other employers of waterfront labor In Collective Bargaining Agree 

ments with the Intt*national longshoremen's Association, AFL-CIO 

(ILA) and other labor organization.;. Every major steamship carrier 

serving the East Coast of the United States Is a member of NYSA. 

NYSA and Its members are vitally Interested In protecting the free end 

unrestricted flow of foreign commerce through the Port of New York, as 

well as all other ports on all four coasts of the United States.

NYSA's grneral position is that such free flow of foreign 

commerce to and from the United States Is an extremely Important 

factor In the economic well-being of the United States and Its citizens.
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Any discriminatory restrictions on such free flow hurt this important 

national policy. It Ir, for this reason that NYSA takes tho position 

that foreign boycotts of any firms, corporations or citizens of the 

United States should be determined to be not only contrary to the 

national policy, but also contrary to law. Boycotts of American 

citizens or corporations because of their race or religion, or because 

of their dealings with foreign nations friendly to the United States 

constitute an undue restriction on American commerce.

It is also NYSA's position that this basic and important 

question is one of nrave federal policy within the commerce and 

foreign relations of the federal government and should not be left to 

the states for diverse and non-uniform regulations.

The Jtate of New York presently has a state statute (Chapter 

(>t>2 of the laws of 1975) which seeks to protect its residents from the 

ri'sults of foreign boycotts. The law contains long-arm provisions

which attempt to control boycott activities occurring outside the State
!l of Now York against a resident of the State of New Ybrk. The statute

i:, a complex one, and up to the present time, to our knowledge, not a 

single complaint has been filed under tho provisions of the statute. 

The more existence of this statute, however, has ho 1 a tremendous 

impact on th? movement of trade through the Port of Now York and has
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encouraged the diversion of such trade to other ports on the Atlantic 

and Gulf Coasts of the United States.

Recently, the State of Maryland has passed a similar statute 

which would become effective on January 1, 1977. Anti-boycott bills 

are now pending In the States of Pennsylvania and New Jersey. While 

each of these bills seeks to reach the same question of foreign boycotts, 

they contain dissimilar provisions and penalties, with the result that 

there is a total absence of uniformity in the present and proposed state 

legislation. In brief, four different laws would regulate the commerce 

In the major ports of the United States North Atlantic coast without 

uniformity and with substantial, unresolved questions as to their 

enforceablllty and application.

When states seek to enter the sensitive area of international 

relations, each being free to decide what they consider best for the 

protection of their own citizenry, the end result Is harmful to the 

International affair:; of the Unitt'd States. The particular law to be 

applied on identicril commodities moving In the foreign commerce of 

the United States is thus made to depend upon the accident of the port 

through which such cargo is to move.
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The example In New York Is illustrative of that fact that 

state intrusion In this area creates harm and mischief to the foreign 

trade of the United States. The regulation of foreign commerce, in 

our view, has always been, and should continue to be, under the 

sole jurisdiction of the federal Government.

It Is the position of NYSA tiiat any federal statute in this 

area should preempt the right of the states to act in this important 

area. Such a preemption provision Is needed if there Is to be 

uniformity in the treatment of the Boycott issue and if all citizens 

of the United States are to be treated equally and alike. Unless the 

policy ultimately adopted by the Federal Government provides the 

exclusive remedy for discriminatory acts of boycott, the result will be 

that the federal law will be superimposed upon divergent and different 

state statutes.

The law in the Port of New York will continue to be different 

than that in any other port. The effect of the existing boycott on the 

Port of New York would continue. Those persons, who in the past 

have used the absence of anti-boycott legislation in other ports as 

an excuse for diverting cargo fiom the Port of New York, would con 

tinue their discriminatory acts which started at a time when there was 

no effective federal legislation applicable to ports other than the Port 

of New York. In brief, the only sound method to regulate In this area
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is on an overall federal level so that all ports in the United States 

operate under identical and uniform rules.

The various proposed anti-boycott bills being considered 

by this Committee provide civil monctar/ penalties and prohibitions 

against discriminatory acts. Th v Now York Boycott Statute, in 

certain instances, provides criminal sanctions. It is obvious that, 

unless the New York State Statute is preempted by Federal action, 

that a single 'liven cict of discrimination may result in the imposition 

of two penalties. One of the:;o penalties would be federal and civil 

and the other penalty might well be state and criminal. Under such 

dual regulation:;, i! is obvious th,it cargo shippers would continue to 

avoid the Port of New York and send their cargo through other Atlantic 

and Gulf Coast ports.

The impact of the statute in New York has been the reverse 

of that sought by its proponents. It does not protect the citizens of 

the State of New Y^rk front the results of boycott. On the contrary, 

it has resulted in millions of tons of cargo being diverted from this 

I'ort and being moved elsewhere. As pointed out above, such result 

has not come aboul from any attempt to enforce the law which, in our 

view. Is unenforceable, but from the mere existence of the statute.
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Obviously, those involved In the movement of cargo to the Middle 

Kast have soucjht to avoid any question of violations of the New 

York State law by not shippn.^ through this port. The major shippers 

of cargo to the Middle Fiist have estimated that their volume of cargo 

in the next 5 years will exceed 100 million payable tons. Under 

normal conditions, It might be anticipated that such cargo coming 

from areas naturally tributary to the Port of New York would move 

through this Port; yet all of the plans that we have seen, to the present 

time, provide that such cargo will be moved elsewhere. Obviously, 

those moving such cargo did not assign the existence of the New York 

Statute as a reason for their major diversions. Yet, prior to January 1, 

1976 - the effective date of the New York State Boycott Statute - 

.substantial amounts of project cargo moved th gh this Port. Many 

steamship line members of NYSA have had reductions in volume of as 

much as 50'X. This does not mean that such cargo has been totally 

lost to the American economy; It only means that such cargo Is not 

hcinij carried through this port.
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The effect of the diversions of Middle East cargo from the 

Port has had a tremendous impact not only on Job opportunities of 

longshoremen and other waterfront workers, but on all of those 

engaged in ancillary work in such areas as freight forwarding, 

trucking, insurance, banklnq an I other related activities. The 

harmful result so far visited on the Port of New York Indicates full 

well the adverse n-sults which flow from states tampering In the area 

of foreign relations. NYSA does not disagree with the underlying 

basis of the New York State law. It does, however, take the position 

that the answer Is not to be found in different and non-uniform state 

ennctments, but rather In a single national policy which should be 

applicable uniformly to all citizens of the United States.

NYSA, therefore, urges the House Committee on International 

Relations to adopt a single policy applicable to all foreign trade and to 

specifically provide that state regulation In this area has been pre 

empted by federal regulation.

Respectfully submitted,

NEW YORK SHIPPING ASSOCIATION, INC.

June 7, 1976

74-772 O - ?« - 16
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IMPACT OF STATK ANTIBOYCOTT LAWS

Mr. HI.VCIIAM. Thank you, Mr. Chairman.
AVould you be willing to toll us. Mr. Hyman, without naming your 

client, who indicated lie was glad to have the hacking of a law and 
that he succeeded in maintaining a position with his Arab customers 
because of it ? What State law was involved ?

Mr. HVMAX. It was Hie New York State law, Mr. Bingham.
Mr. liixcjiiAM. Thank you.
Mr. (iraubard, in connection with your comments on the applica 

tion of the——
Mr. MASLOW. May I interrupt.?
J know a bank in Chicago sent a letter to its Mideast correspondents 

saying as a result of the Illinois law which became effective October 
197;') it no longer could honor letters of credit. I have the letter in my 
possession now, but the letter ends with a statement, "Please, this is 
confidential, do not make it public."

But we know that some companies are responding even to State 
laws.

Mr. liixr.iiAM. Thank you.

KXTKATKimiTOIUAL APPLICATION* OF U.S. LAW

I am a little puzzled. Mr. (iraubard, as to the thrust of your com 
ments with regard to subsidiaries. I am not clear exactly whether 
you are saying that it would be possible to enforce such a law as we 
are proposing here against subsidiaries of American companies based 
abroad and incorporated abroad, and if it would not he possible to 
enforce against such subsidiaries, then, are you concerned that that 
might provide a loophole that might be a serious detriment to the 
enforcement of the law ?

Mr. (iRAi'UAKi). If I may be very precise on the factual basis, there 
arc few situations that would bo analogous to Canada in the situation 
that I had described to you. The situation described would not come 
up often, and what my suggestion was is that so far as these sub 
sidiaries and affiliates of U.S. parent corporations are concerned 
that is a reasonable exception that where the laws of the nation which 
has jurisdiction over the subsidiary or the affiliate prohibit or permit 
nn act. That law. as would be inevitable in any event, would be 
controlling.

Mr. MASLOW. The present regulations under the Export Adminis 
tration Act, those issued by the Department of Commerce, apply to 
the wholly owned subsidiaries of American companies. They are re 
quired to make reports of actions taken by their sul>sidiaries just as 
actions taken by themselves, and certainly the act which relates to the 
boycotts imposed by the United States itself, certainly, applies to the 
subsidiaries of American companies.

So, thpre will be no difficulty in any legislation that Congress en 
acts to make it apply to any subsidiary and certainly to affiliates in 
which they have a controlling interest.

Mr. BiNfiHAM. I wonder if the prohibition must not he directed to 
the parent company rat her than to the subsidiary?

Mr. MASLOW. Yes; it should lie directed to the parent company.
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Mr. KINOIIAM. Right, thank you. 
Chairman MORGAN. Mr. Lagomarsino.

/ EFFECT OF BOYCOTr ON ISRAKL

Mr. LAOOMARSINO. Thank you, Mr. Chairman.
I wonder if any of you gentlemen could give the committee an idea 

of what the effect of the Arab boycott has been on the State pf'IsraeH
Mr. MASLOW. Statements issued by the Israeli authorities indicated 

a decline in the amount of American investment in the last 2 years. 
That decline may be attributable to the, worldwide recession, but I 
have been told by Israeli .economic Authorities that they believe that 
many American companifc are withholding the establishment of an 
economic presence in Israel because to do so would be to violate the 
boycott regulations and they are unwilling to do that at the moment.

For example, there is not a single major bank in the United States 
that has a branch in Israel. They have branches all over the Arab 
world.

General Motors doesn't have a branch in Israel, whereas Ford 
Motors does.

Many companies apparently are refraining—I say "apparently" be 
cause this is a difficult question of ; roof—refraining from economic 
investments in Israel, and that is \ tiat the Arab boycott is about, to 
tliwart the «>conoinic development of israel.

Mr. LAOOMARSIXO. I think earlier one witness pointed out that Ford 
Motors was on the boycott list and General Motors is not?

Mr. MASM>W. That is right.
Mr. (iiurBARi). Ford is doing business in the Arab world.
Mr. LAOOMARSINO. I guess there is ground for the argument using 

the same facts.
Mr. HVMAN. Even if there were not a material, adverse effect on 

Israel, I think \ve should emphasize that the principle of this 
matters——

Mr. LAHOMARHINO. I am not talking about that. We had not heard 
that testimony so——

Mr. GKAITOARD. May I add to the answer ?
We have no solid evidence, evidence which T vrould find personally 

acceptable, that the boycott is having a materially adverse economic 
effect upon Israel. What may occur, however, is that the Iwycott en 
forced in the United States will prove to be a discouraging factor for 
investments in Israel or doing business with Israel 03' companies that 
have not in the past given it any thought at all. It is very difficult to 
measure in view of the change of economic circumstances in the last 
few years worldwide, to ascertain exactly how much of that change in 
the Israeli balance of trade and investment is due to the boycott.

CONSTITUTIONALITY OF NEW YORK ANTIBOYCOTT LAW

Mr. LAOOMARSINO. I missed a reply earlier, part of a reply.
Did one of you say that the U.S. Supreme Court had ruled that the 

Lisa Act was constitutional ?
Mr. MARLOW. I said a district court had held a subpena issued was 

valid and rejected the ground of General Electric that the Federal
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Government had preempted the field and, therefore, there was no 
room for State regulation.

Mr. LAOOMARSINO. That is the only judicial determination that we 
have today?

Mr. MASLOW. Yes.
Mr. LAOOMARSINO. Has it been otherwise challenged?
Mr. MASLOW. No.

STATEMENT OF SAMUEL RABINOVE, LEGAL DIRECTOR, AMERICAN
JEWISH COMMITTEE

Mr. RABINOVK We are also very much concerned about what you 
might call the chilling effect of the existence of the boycott on the 
American scene as far as the willingness, for example, of U.S. corpo 
rations, which certainly seeks, very much. Arab business, to place Jews 
in visible position within their companies because this might tend to 
displease the Arabs.

Mr. LAOOMARSINO. Right.
I wonder if the witness who spoke would identify himself.
Mr. RABINOVK. Samuel Rabmove, legal director of the American 

Jewish Committee,
Mr. MARM>W. Sometimes we have companies doing things which 

they may be doing on their own without any pressure at all from the 
Arab countries. Gulf Oil Co. engaged a secretary in 1975 for one of 
its executives to l>e stationedi in England. She was a Christian girl. 
Three weeks after she got the job she married a Jew. whereupon, she 
was fired.

She filed a complaint with a race relations board in England, and 
the complaint was upheld.

I am not -.uggesting that any Arab country told Gulf Oil to fire this 
secretary, but somebody was so afraid that this girl might conceivably 
irriate or embarrass the company that on its own they fired this girl 
and that is what may be happening even without any boycott 
regulations.

Mr. LAOOMARSINO. That is a good point.

ANTIBOYCOTT STEPS BY OT' T ER COUNTRIES

What are other countries doing with . • d to the Arab boycott ?
Mr. MAsmw. The only thing I know of, in Holland the Association* 

of Notary Publics have issued a statement forhiding any of their mem 
bers to notarixe any certificates relating to the boycott.

Mr. GRAT*BARD. In other nations they nro ignoring the problem in 
hopes of getting more business. I am happy to state that they are not 
getting more business from the Arabs because they are complying with 
Ap boycott, rather business continues to conic to tho United States 
whether or not the corporations coHfrrnod adhere to the provisions of 
the boycott.

IMPACT OF AXTIBOY<'OTT MKARURE8

Mr. LAOOMARSINO. Xow. I guess the question is—or one question is, 
whether that would remain the case if the legislation that you ai«* 
supporting is adopted.

Mr. GRAVBAIW. We feel, on the basis of experience, that there is no 
question about that. One thing the Arabs have shown very clearly of



237

late, and that is, that they are very interested indeed in keeping their 
petrodollars at work as effectively as they can.

They come to the United States because of our higher precision, 
higher quality items, because, competitively, wo do oetter, and, I 
think, as well, because they do not fear, as they do from certain East 
ern European nations, political consequences of engaging in business 
with us.

The result has been that the U.S. trade increases and it does so on a 
strictly business like basis, and there are examples after examples to 
show that where the corporations from whom the Arabs want goods or 
services say, "We are going to ignore your boycott," they don't lose 
business.

Mr. MASIJOW. Saudi Arabia is now engaged in a vast development 
program. May I supplement the answer.

Millions and millions of dollars are being spent building roads, 
ports, harlx>rs, and so on and establishing universities—the U.S. Corps 
of Engineers, in effect, have been named the agency for Saudi Arabia 
in drafting the specifications, selecting the contractors, supervising 
the bids, and HEW specialists now are advising Saudi Arabia how 
you set up a university. They have done this localise we are the best 
source of information about universities, having the best educational 
system in the world, barring none, and have tatter construction 
companies.

Now. will anybody tell me that Saudi Arabia is now going to dis 
rupt all of this program and go where—to Italy, to France, to 
Germany, to England ? Who is going to do this for them, and why did 
they select this country in the first place.

Mr. LAOOMARSINO. All of you pointed out that, using my words, to 
some extent, at least, in some cases, the boycott is perhaps more pro 
forma than an actuality. Then you see that as a reason, as you just did, 
that if this legislation is adopted we will not lose business. Am I 
misstating?

Mr. MASIX>W. No. I said the boycott was a bluff. Tt is not pro forma. 
There are hundreds of companies issuing these certificates and prob 
ably avoiding doing business with blacklisted suppliers. To that ex 
tent, it is real.

I said it is a bluff in that the Arabs would back down.
Mr. LAOOMARSINO. In that they do back down in some cases ?
Mr. MAS^OW. Yes.
Mr. GRATTBARD. The boycott's effects on business cannot be separated 

from its effects upon people.
Mr. LAOOMARSIXO. I understand that.
Chairman MOROAX. The time of the gentleman from California 

has expired.
Mr. Gilman.
Mr. GILMAX. Thank you, Mr. Chairman.
Gentlemen, we appreciate hearing your views on this important 

issue.
PROITIBTTTNO BOYCOTT COMPLIANCK OR DI8CUWTTHE

With regard to the legislation, which do you prefer, the Bingham 
approach, prohibiting and outlawing compliance, or the Koch ap 
proach, which goes to disclosure ?

Could we hear your opinions?
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Mr. HYMAN. Ideally I would say——
Mr. BINQHAM. Just a moment.
Would the gentleman yield ?
I think, in fairness to Mr. Koch, possibly, the gentleman, Mr. Oil 

man, was not here when he explained these in favor of the prohibition 
as well as the provisions of the Stevenson amendment, which is com 
parable to the original Koeh-Scheuer proposal. He explained that he 
was in favor of both points.

But it is true that the Stevenson amendment does not go to the pro 
hibition of the secondary boycott.

Mr. BRODY. We would all favor the Bingham-Rosenthal approach, 
which would ban compliance with all Iwycott requests.

Mr. OILMAN. Is it entirely possible, if agreement—
Mr. MASLOW. We favor both the reporting and prohibition, and the 

reporting is an instrument in enforcing the prohibition. We would 
like both.

PRIVATE RIGHT OF ACTION

Mr. OILMAN. Do you feel that the Rosenthal provision is important 
to provide a right of action against corporations by the individual ?

Mr. MASIX>W. Yes; I believe it is important.
May I point out, as well, one of the effects which hasn't been men 

tioned by any witnesses of enactment of Federal legislation is that it 
will encourage many agencies of the Government, which, up to now, 
have not been willing or able to do something, to lend their help in 
enforcement.

The SEC can then get involved. The Department of Justice can get 
involved. The Comptroller of the Currency can get involved. Apart 
from them, it is wise to allow the private right of action under the 
Antitrust Act. Such a right already exists, and there ought to be a 
similar right under the Export Administration.

PENALTIES

Mr. BRODY. Furthermore, I would add, the penalties under the 
Koch-Scheuer bill only call for a $10,000 monetary penalty for violat 
ing the law. That penalty is hardly adequate, although there are, of 
course, criminal penalties.

Mr. OILMAN. What sort of penalty would you recommend?
Mr. BRODY. I would recommend the same rule applicable to anti 

trust violations, treble damages.
Mr. HYMAN. With regard, sir, to the private right of action ques 

tion that you asked, I think it is important to note that even the ad 
ministration bill, originally introduced by Representative Hutchinson, 
contained a private right of damage clause.

APPLICATION OF THE BOYCOTT

Mr. OILMAN. There has been some testimony about some of the 
Arab nations being more stringent in their requirement than others. 
There has been a differentiation between commercial contracts and 
defense contracts.

Do you detect any alleviation of the boycott requirements in recent 
months by any of the Arab nations ?
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Mr. GRAUBARD. May I say, historically, each nation originated its 

own boycott laws. They have a committee to coordinate. But each one 
maintains its own set of laws, and as exhibits, we have annexed these 
statutes to our testimony, with the request that they be printed.

We have noted that there seems to be an alleviation of the stringency 
of the boycott, I think, in large part, it is due to the interest that the 
Congress is taking in this situation. The Aral>s would rather compro 
mise and go easy in certain areas than to have the absolute prohibition 
that we are requesting.

I do not believe that Secretary Simon was correct when he thought 
that it was American diplomacy that is achieving this.

Mr. OILMAN. You mentioned that each natio.i has their own regula 
tion. Is there one agency, an Aral) agency, here in this Nation, that 
oversees the boycott program ?

Mr. MASIX>W. There is a Central Boycott Office in Damascus but it 
has only advisory powers. It cannot command any one of its constit 
uents to follow its dictates, and that is why there are such differences.

In addition, some Arab countries, Morocco, for example, have no 
separate boycott list at all, and enforcement, therefore, by Morocco, 
is very weak. There is no mandatory authority in the Arab League 
that can impose, a uniform lx>ycott or can assist in its uniform 
enforcement.

Mr. OILMAN'. Thank you.
Mr. (iRAi'RARD. May I add, there are United States-Arab Chambers 

of Commerce in the United States that arc utilized by the Arab League 
for the purpose of aiding and abetting the boycott.

Chairman MORGAN. The Chair wishes to state he wants to finish 
today, if possible.

I woulfl like to move along with the other witnesses.
The time of the gentleman from New York has expired.
Mr. BRODY. Before the panel leaves, on behalf of the panel, I want to 

pay our respect to you, Mr. Chairman, on the occasion of your retire 
ment from Congress. You have done a tremendous leadership job as 
chairman of this committee. Only recently you shepherded the foreign 
aid bill through the House by a vote of '255 to 140, and we look to you, 
Mr. Chairman to n, likewise with the antiboycott bill.

I think it was Congressman Koch who said he would be delighted to 
call it the Morgan bill. I would join with him in this respect, and we 
look to your leadership to get a strong bill through the House.

Chairman MORGAN. Thank you. David.
I would like to put in the record at this point a letter from J. L. Stan- 

ton, Maryland Port Authority, and, also, would like to submit for the 
record, statements submitted bv Hon. William J. Oreen Member pf 
Congress, and Anthony Scotto. international vice president and legis 
lative director of the International Longshoremen's Association.

[The statements referred to follow:]
JUNE 3, 197fi. Hon. THOMAS E. MORGAX,

Chv'man. International Rctatinn* Committee, I'.R. Hntitr nf Rc^encaiativcs, Wathinfftnn. D.C.
DKAK CHAIRMAN MORGAN : The Maryland Port Administration, a state agency 

charged with the overall development of the Port of Baltimore, strongly urges 
favorable consideration by your Committee of II.R. 10882 as an effective measure 
to prevent discriminntion ngnin.st I'.S. minorities brought about by some Middle 
Eastern countries through certain boycott measures. This strong plea is reflective 
of the position of Baltimore's maritime industry and our port labor.
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Failure to enact a strong international hill prohibiting compliance by I'.S. firms or citizens with the Arab boycott has resulted in several states, including 

Maryland, passing state laws aimed at preventing compliance with such boycotts.
Clearly, this is an ineffective way to eliminate discrimination ag.iinst certain citizens of the Cnited States as it is our considered npinion that this is a national 

issue and not localized to any state or region of the country.
The effect of state legislation, as has been demonstrated by the exi»erience of 

New York State, has been the diversion of Middle Kast-honnd cargoes from ports in that state to other ports where such state measures have not been passed.
The I'ort of Baltimore. now handling substantial Middle Kast cargoes, is threatened with diversion of this business to other ports when our law becomes 

effec.ive January 1. HI77. Obviously, this will have a severe Impact on the economy of the State of Maryland. Our contacts with I'.S. ship|iers moving cargoes to the Middle Kast clearly indicate that these ship|>crs will simply divert their business from Italtimore to other seaports where anti-discrimination legislation 
has not been enacted.

Obviously, this is not in the best interest of the State of Maryland nor of the nation ns a whole. This diversion of business from traditional i>orts seriously disrupts the normal How of international commerce, adversely impacts the 
economy of states that have attempted to prevent discrimination nnd fails to eliminate compliance with a forcign-imiKtscd boycott that should be abhorrent to 
all American citizens.

Again we strongly urge a favorable report from your Committee on this im 
portant legislation.

Sincerely yours,
.1. L. STANTON, 
I'nrt Administrator.

STATEMENT OK HON. WIII.IAM .T. (JRRKN, A REPRESENTATIVE IN CONGRESS 
FROM TIIK STATK OK PENNSYLVANIA

Mr. Chairman, I appreciate the opportunity to make this statement on the Arab economic t>oyeott.
The boycott is not only directed toward Israel : it bus secondary and tertiary goals as well: preventing American industry from doing business with Israel, and pressuring American firms into discriminating against other American com panies which are on the boycott blacklist.
The hinguaL'c of the Kxport Administration Act is ineffective in dealing with the boycott. The Act merely "discourages" compliance with such activities. The law must be modified so that American firms are not placed in the difficult posi tion of having to discriminate against other American firms in order to get busi ness from the Arab world. I believe the law should require American businesses to deny Arab boycott requests as the Koch-Sclieuer I ill. which I have co-spon sored. would provide.
I/et us l>e clear on one point: the Arab boycott is not only anti-Israel, it is anti-Jewish. For what other reason would the Arabs request information on the religion of American workers sent to the Arab nations, or blacklist American firms with Jewish officers or stockholders. If Americans don't tolerate discrimina 

tion on the basis of religion under their own laws, it is unconscionable that we should tolerate Arab anti-semitic blackmail of our business community.

STATK*fFNT OF ANTHONY SCOTTO. VlCF, PRKK]t>KXT AND LKOlfit.ATIVE PlRKCTOH.
INTERNATIONAL I/>NC.HHOKEMKN'K ASSOCIATION. AFL CIO

Good morning. My name is Anthonv Scotto. T am privileged to serve as the President of I LA Local 1X14 in Brooklyn, Xew York. I also serve as Vice Presi dent of the International Cnion and as its Legislative Director.
The International Longshoremen's Association, AFL-CIO. is the largest labor organization representing longshoremen and other waterfront craft workers 

in the United States. Its jurisdiction covers the jxirts from Maine to Texas, the ttrear^Lakes and Puerto Rico.
It also" has affiliated locals in the St. Lawrence Seaway i>orts and in the maritime provinces of Canada. In all. tli* ILA represents some 130.000 men
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who handle most of the cargo that moves In the foreign trade of the United 
State*.

It IH because of these responsibilities, and because of my concern for the 
livelihood* of these thousands of longshoremen and their families, that I appear 
beforv you this morning. The ILA also believes that the issues before this Com 
mit tee affect fundamental American values.

A distinction must l»e made here. 1 personally believe that free trade between 
the Arab countries and Israel would benefit the entire Mideast region. It would 
also reduce the risk of war. But, I recognize that sovereign nations have a 
right to refuse to deal with Israel.

This right, however, does not, and should not, permit any foreign nation to 
pit one American against another; particularly when such conflict can generate 
and has generated ethnic overtones in this Country.

Xor, should American commercial activities be forced to serve the policy 
objectives of foreign governments. These are infringements on American 
sovereignty. We feel they demand a Federal response.

At this very moment, the Congressional declaration of policy enunciated in 
the Kxport Administration Act (50 United States Code, Appendix subsection 
2402(5) (A)) is being violated by the operation of a boycott by foreign actions 
against nations friendly to the United States. There are no statutory sanctions 
to enforce this declaration of Congressional policy. Thus, compliance is largely 
voluntary. This creates a vacuum in which private parties, must Implement 
or Ignore, American policy.

The several States have moved into this vacuum and acted to protect the 
rights of their citizens. New York State has enacted an "anti-boycott" statute 
under which the prohibited activity is an "unlawful discriminatory practice". 
Maryland, too, has enacted a similar statute which will take effect on Jan 
uary 1, 1977. Similar legislation is pending in the legislatures of New Jersey 
and Pennsylvania. Kach of these statutes approaches the problem differently 
and will, therefore, impose different penalties, even though each State is seek 
ing the same end—opposition to boycotts, "by foreign countries against other 
countries friendly to the United States."

The only statute currently in effect is New York's Lisa Law. Thus, the inter 
national cargo and the commercial and financial transactions which are part 
of the movement of the cargo through the Port of New York are subject to 
unique restrictions—restrictions that do not affect any other port.

Even prior to the enactment of this law, the Port of New York, a major 
source of wealth for the Metropolitan region, was in a steep decline. The Port's 
total share of American imports and exjiorts has fallen off drastically. The 
reason* include the cost of doing business in the Port, the shifts of population 
and industry frori the Northeast, lack of integrated railroad facilities, the 
imposition of ligh erage charges and containerization. Almost 20,000 jobs have 
been lost in water transportation alone since 1970.

And now. the new "anti-boycott" law In New York State is causing a disturb 
ing acceleration ir the loss of that jwrt's business. Rriefly, the Arab boycott 
of Israel includes trade restrictions on United States exporters to Arab coun 
tries. KT|H>rters and related service organizations, such as banks and freight 
forwarders, must certify in writing that exports to Arab countries do not cortaln 
Israeli-made components, the ship Is not Israeli-owned, and so on. As we hntv 
previously stated, similar legislation has been enacted in Maryland and is 
jtending in Pennsylvania and New Jersey. It can, therefore, affect the livelihood 
of longshoremen in our other major ports as well.

The U.S. Department of Commerce issued new regulations In December pro 
hibiting United States exporters from taking any action, including the certi 
fication or signing of nereements. that has the effect of supporting a restrictive 
trade practice when that certification or agreement promotes discrimination 
against a United States citizen or company.

But if there Is no discrimination against a United States citizen or firm, nn 
exporter under United States law is merely "encouraged and requested" to 
refuse to comply with the restrictive trade practice.

New York State's boycott law makes it Illegal for any person to aia ->r alxrl 
a boycott neninst Israel or ninny other countries. A laudable gesture indeed. 
Rut In the final analysis, the Port of New York is at a disadvantage because 
It Is affected hot only by Federal regulations, but a more encompassing state law.
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Some illustrations of the loss of cargo that Is "naturally tributary" to the Tort of New York were cited in a statement issued by the NVw York Chamber of Commerce within only weeks after the state statute was enacted. I quote:"Manufacturers and other suppliers of goods formerly moving cargo to Arab destinations from New York are now shipping via Philadelphia, Baltimore. 

Norfolk and Boston.
"A major manufacturer who.se exports to Saudi Arabia this year and over the next few years will total several billions of dollars, is now shipping through Houston. These will amount to 2-3 million tons of cargo, cargo which would have been handled by a New York foreign freight forwarder, a New York export packing company, several N*»w York trucking companies, the longshore labor force at a number of Brooklyn piers and the steamship lines carrying the cargo, with New York banks confirming the letters of credit. With some 00-90 jobs in New York dependent upon every million dollars of exports, the impact by the diversion of cargo by just one company is obviously huge."One freight forwarder informed us that they had to open an office in Houston, and staff it with over 50 i>eople who were mwed from New York. About a dozen other forwarders advised us that because were planning similar moves out of New York.
"One imcking company reported that effective March 1st, they were dismissing 10 workers, which represents the staff needed to pack for just one account that diverted. Another customer of their was to start shipping through New York this year has changed its plans. New jobs that would have been available for at least fi additional employees, no longer exist.
"One major New York multinational corporation, still in the decision-making process of whether to move its headquarters and staff, from New York State, indicated that this law may well be the straw that broke the camel's back for them.
"Another manufacturer has held up shipments totalling $1 million for the month of January, and this will be compounded at the rate of $1 million a month, all of which would have been New York business.
"Two companies in New York have indicated that their New York sales offices are not taking any new orders here, but are considering filling the orders from their European factories.
"At lenst five export companies have reported that they are now receiving letters of credit confirmed by hanks in New Jersey, Pennsylvania and Wisconsin, whereas they were formerly all confirmed by New York hanks.
"One- jM'troleum company stated they are considering closing its N.T. opera- flon entirely. The nir cargo shipments for one major manufacturer which total about fi million pounds a year, will now be shipped via other airports.
"An association of export companies, most of them in New York and represent 

ing over a thousand manufacturers for export sales, reported that many of its members arc contemplating moving their offices out of New York to New Jersey, find using other ports to ship their cargoes. This one group handles close to one billion dollars of T'.S. exports annually, nnd employs several hundred people.
"Cargo solicitors for steamship lines have been recommending to midwest shippers to use ports other than New York because of the onerous uncertainties of the law."
Because the State of New York hns assumed the burden of implementing Con gressional policy, the cost has been great. It will be greater.
In 1074, United States exports to the Arab countries had a value of $3.4 billion. In 11)75, the projected figure is between $1 and $7 billion. In the past, a very 

large portion of this traffic moved through the Port of New York. There is good reason to believe that much of the future traffic to the Persian Gulf am! the Red Sea. which very likely will be the richest trade route in the world frr the next 10 years, will be diverted from the Port of New York. The effect on workers throughout the State and region could be devastating.
Next year Maryland will face similar strains. And other states, as we have already pointed out, may follow. In fact, even thousrh the Maryland boycott law will not take effect until next January, international shippers who have histori 

cally utilized that major port have already cautioned that insrend of researching the statute to determine whether or not it could effect them, will just take the simpler course of diverting their business from Baltimore to ports where there are no so-called state anti-discrimination laws.
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The confusion that results from a multitude of diverse state and federal laws 
cannot he good for international commerce and thus our American ports. And, a 
uniform approach can only be achieved through federal action.

While legal counsel hat* advised me that federal legislation would off-set the 
local statutes, they have urged a specific preemption provision to eliminate all 
possible doubt.

I thank you for this opportunity to express our views and hope that legislation 
dealing with this problem will be enacted,

Chairman MOROAN. As our next witnesses, we have at the table Mr. 
Edwin L. Jones, president of the J. A. Jones Construction co., and 
Mr. Peter Guttnian.

Mr. Jones, we are going to let you lead off as the first witness.

STATEMENT OF EDWIN I. JONES, JR., PRESIDENT OF J. A. JONES 
CONSTRUCTION CO., REPRESENTING THE ASSOCIATED GENERAL 
CONTRACTORS OF AMERICA

Mr. JONES. Thank you, Mr. Chairman.
My name is Edwin L. Jones, Jr. I am president of the J. A. Jones 

Co., Inc., of Charlottee, N.C. We are construction cont:actors and 
operate extensively throughout the United States, in Many foreign 
countries, and are presently engaged in construction work in Saudi 
Arabia in excess of $400 million.

I appear here today representing the Associated General Contrac 
tors, of America and am accompanied by Richard C. Creighton, assist 
ant executive director of that organization.

I am also speaking today for the National Constructors Association, 
an organization composed of 46 international engineering and con 
struction firms who performed approximately $15 billion worth of 
overseas work in 1975. That organization fully shares our concerns 
and our views regarding this proposed legislation.

I have a letter from NCA to AGC, which I a^k be made a part of the 
record of these hearings.

[The letter referred to follows:]
NATIONAL CONSTRUCTORS ASSOCIATION,

Wanhington, D.C., June 9,1916. 
Mr. JAMKS M. SPROUSE,
Executive Vice President, Associated General Contractors of America, Washing 

ton, D.C.
DEAR JIM: The National Constructors Association shares the concerns which 

your organization has expressed in its opposition to the Anti-Boycott proposal* 
which are currently pending before the Congress. Our members which perform 
overseas work i..-£ vitally interested in assuring an American presence in all 
International markets, and feel that this pending legislation would be severely 
detrimental to the attainment of that objective. We also agree that the problems 
of discrimination under this boycott are much more suited to resolution through 
diplomatic channels as a foreign policy problem.

Therefore, in your testimony before the House Committee on International 
Relations tomorrow, you may indicate that the National Constructors Associa 
tion fully supports your statement on thlfl matter. It may assist you to know that 
the NGA is composed of 46 international-engineering and construction firms 
which performed approximately $15 billion worth of overseas work in 1975. 
We are unable to ascertain exactly how much of this work is performed in areas 
which would he affected by this legislation, although it would appear to he >a 
substantial portion.

Very truly yours,
C. R. FITZGERALD, President.
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A88OCIA17JD GENERAL CONTRACTORS

Mr. JONES. The Associated General Contractors of America is a 
national trade association representing 8,100 general contracting con 
struction firms, with 114 chapters throughout the 50 States, the Dis 
trict of Columbia, and Puerto Rico. In addition, AGC has an associate 
membership of some 17,500 subcontractors, suppliers and other firms 
closely related to general contractors.

AGC members put into place 60 percent of all contract construction 
done annually in the United States and roughly one-third of all inter 
national construction done by American firms.

AGC and our 8,100 member companies are firmly opposed to dis 
crimination of any type based on rengious or ethnic factors. AGC has 
long advocated equal opportunity with regard to both hiring and train 
ing of all employees regardless of race, color, creed, national origin, 
or sex. Discrimination against individuals or firms on this basis should 
not be tolerated.

OPPOSITION TO ANTIBOYCOTT LEGISLATION

However, AGC does oppose antiboycott legislation which is cur 
rently being considered in both Houses of Congress because we feel 
that it would have a seriously detrimental effect on the future role of 
the American businessman in the vast and rapidly developing Middle 
East market. This, in turn, would adversely affect the total American 
economy.

Legislation designed in such a manner would prevent American 
construction companies from working abroad in certain countries, and 
would have a serious effect on the domestic employment situation for 
U.S. suppliers and construction companies which are now experiencing 
the highest unemployment rate of any industry in this Xation.

AGC feels that the boycott problem is not one to be solved by the 
American businessman or by legislation, but one that should be ap 
proached as a foreign policy problem "nd resolved through normal 
diplomatic channels.

ECONOMIC LOSS FROM ANTIBOYCOTT LEGISLATION

AGC opposes such restrictive legislation based on the following 
facts:

One: The planned construction programs in the oil-rich nations 
during the next 5 years are estimated to exceed $200 billion. It is 
expected that American firms would participate in at least 15 percent 
of this market or approximately $30 billion. Secretary Simon snid 
yesterday before this committee he estimated 20 percent or some $40 
billion worth.

Two: The magnitude of the construction programs is attracting 
competition from competent international contractors on a worldwide 
basis.

Three: U.S. contractors can successfully compete if not restricted by 
this proposed legislation. For example, the trade press reports that 39 
of the larger U.S. contractors were awarded contracts in excess of $7.5 
billion in the Middle East in 1975.
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Four: U.S. contractors, when successful in obtaining international 
contracts, purchase goods and services from other U.S. firms which, in 
the future, could vastly improve our balance of payments and greatly 
contribute to the reduction of unemployment in construction and its 
allied fields.

Five: The forfeiture of this vast construction market to other na 
tions would have longlasting adverse effects on the ability of U.S. 
businessmen to compete in future international markets.

Six: The denial to U.S. industry of the opportunity to participate 
in the oil-rich market areas would have no stabilizing benefits to the 
prospects of peace in the Middle East.

Seven: It has been estimated that the adoption of legislation re 
quiring all U.S. industry to refuse to adhere to the boycott provisions 
would result in the loss of 800,000 jobs throughout the United States.

Eight: The boycott is imposed worldwide and no other country has 
legislated against it.

Nine: Arab countries do not need the services of American construc 
tion firms, for Korean. Pakistani, Italian, French, German, English, 
Nationalist Chinese, Greeks, and others are capable of building 100 
percent of the requirements of the Arabs and furnish all equipment 
and materials without buying any American equipment and materials.

T»en: All purchase of equipment, rnatetrial, and services produce 
more purchases and more jobs for other Americans of every race, color, 
or religion, and taxes paid provide welfare help for many Americans 
of all races, color, or religion.

In other words, sir, this turns tax eaters into taxpayers, if we can 
provide jobs for Americans. If we cannot, it turns taxpayers into 
tax eaters.

The choice is yours.
Thank you, Mr. Chairman.
I The prepared statement of Mr. Jones follows:]

I'RKi'AKKi) STATEMENT OF Eowix L. JONKS, JR., REPRESENTING THE ASSOCIATED 
GENERAL CONTRACTORS OF AMERICA

The Associated General Contractors of America IT a national trade association 
representing 8,000 general contracting construction tlmis, with 114 chapters 
throughout the 50 states, the District of Columbia and Puerto Rico. In addition, 
AGC lias an associate memltership of some 17,500 subcontractors, suppliers and 
other tlrnis closely related to general contractors. AGO members put into place 
60 percent af all contract construction done annually in the United States and 
roughly a third of all international cons^uction done by American firms.

A^JC and our 8,(XH) member companies are firmly opposed to discrimination 
of any tyite based on religious or ethnic factors. AGO has long advocated equal 
opjK rtunity with regard to both hiring and training of all employees regardless 
of race, color, creed, national origin or sex. Discrimination against individuals 
or firms on this basis should not be tolerated.

However, AGO does oppose anti-boycott legislation which is currently being 
considered In both Houses of Congress because we feel that It would have a 
seriously detrimental effect on the future role of the American businessman 
in the vast and rapidly developing Middle East market. This, in turn, would 
adversely affect the total American economy.

Legislation designed in such a manner would prevent American construction 
companies from working abroad in certain countries and would have a serious 
effect on the domestic employment situation for I'.S. suppliers and construction 
companies which are now experiencing the highest unemployment rate of any 
industry in this nation.
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AGC feels that the boycott problam Is not one to be solved by the American 
businessman or by legislation, b»u one that should be approached as a. foreign 
policy problem and resolved through normal diplomatic channels.

AGC opposes such restrictive legislation based on the following facts:
(1) The fanned construction programs in the oil-rich nations during the 

next 5 years are estimated to exceed $200 billion. It is exacted that American 
firms would participate in at least 15 percent of the market or approximately 
$30 billion.

(2) The magnitude of the construction programs is attracting competition 
from competent international contractors on a world-wide basis.

(3) U.S. contractors can successfully coinfjete if not restricted by this pro 
posed legislation. For example, the trade press reports that 39 of the larger 
U.S. contractors were awarded contracts in excess of $7.-r> billion in the Middle 
Kast in 1975.

(4) U.S. contractors, when successful in obtaining international contracts, 
purchase goods und services from other U.S. firms which, in the future, could 
vastly improve our balance of payments and greatly contribute to the reduction 
of unemployment in construction and its allied fields.

(5) The forfeiture of this vast construction market to other nationals 
would have long-lusting adverse effects on the ability of U.S. businessmen 
to compete in future international markets.

(6) The denial to U.S. industry of the opportunity to participate in the oil- 
rich market areas would have no stabilizing benefits to the prospects of peace 
in the Middle East.

(7) It has been estimated that the adoption of legislation requiring all U.S. 
industry to refuse to adhere to the boycott provisions would result in the loss 
of 800,000 jobs throughout the United States.

(8) The boycott is Imposed world-wide and no other country has legislated 
against it.

The boycott and its related effects are complex issues swayed by emotional 
considerations. We should not over-react and adopt punitive legislation that Is 
clearly not in the best Interest of our nation and all of its people.

We urge the Congress not to mandate a policy of confrontation which would 
work to the detriment of U.S. interest.

Chairman MOROAN. Mr. Guttmann.

STATEMENT OF H. PETEE GUTTMANN, PAST PEESIDENT OP INTER 
NATIONAL ENGINEERING COUNCIL, ON BEHALF OP THE 
AMERICAN CONSULTING ENGINEERS COUNCIL

Mr. GrrTMANV. Mr. Chairman, my name is IT. Peter Guttmann. 
I am a vice president and principal of Stanley Consultants, Inc., of 
Muscat ine. Iowa, a large firm of international consultants engaged in 
engineering, architecture, management, and planning.

I appear today on behalf of the American Consulting Engineers 
Council, a professional association representing over 3,000 consulting 
engineering firms in private practice, and in my capacity as immediate 
past chairman of the council's International Engineering Committee.

With me, on my left, to your right, is Mr. William ,T. Birkhofer, 
Director of Business Development for Winzler and Kollv, Inc., of 
Eureka. Calif., a member of the International Engineering Committee 
of American Consulting Engineers Council, and to my right, your 
left, sir, Mr. Ronald M. Marcus, the director of Federal programs of 
the American Consulting Engineers Council.

ACEC appreciates this opportunity to appear. Our purpose in 
appearing is not to urge you to take a specific position for or against 
the amendments to the Export Administration Act of 1969 directed 
at the boycott, but rather to share with you some of the experience of
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the engineering profession and to try to provide you with additional 
information which may be helpful to you in your decisionmaking 
processes.

While I am an engineer and do not purport to be an expert on 
international law or the reach or impact of the U.S. antitrust laws, 
I have, had firsthand professional involvement in the Middle East 
and Africa over some 80 years.

IMPACT OF ENGINEERING ACTIVITY OVERSEAS

Engineers from developed countries functioning in developing 
countries— which the Arab States, although affluent with recent petro 
leum revenues, really are—have wide-ranging impact, helping to set 
economic forces in motion which may result in the export of goods 
and services, construction equipment, building materials, capital 
goods, follow-on assistance and the like.

The engineering function on any one foreign project may be rela 
tively small in terms of dollars, but the materials and equipment 
specified in foreign work does, in the aggregate, account for billions 
of dollar's in American sales to foreign countries. The services of U.S. 
design firms assist in the orderly transfer of technology and in the 
economic development of the less well-developed areas of the world.

The following figures are based upon figures contained in an article 
in the May 20, 1976, issue of Engineering News Record describing the 
500 largest American design firms:

Of the 500 largest firms, 187 reported $436 million in 1975 billings 
with respect to work in 135 foreign countries. In all, billings to foreign 
clients during 1975 amounted to 14 percent of the total volume of 
business signed up by top design firms last year. Furthermore, of the 
187 design firms reporting foreign work, 103 firms billed $180.5 mil 
lion to owners in Arab nations, twice as many as in 1974. Total 1975 
billings to Arab countries represents 41.1 percent of the total foreign 
billings for the. past year. In terms of employment, American design 
firms are estimated to have tens of thousands of people on their payroll 
for Mideast work.

MIDDLE EAST MARKET

The Arab States have provided a fertile market for U.S. engineer 
ing firms. Due to the fourfold increases in the price of imported oil 
brought about by OPEC, Saudi Arabia, Kuwait, the United Arab 
Emirates, Iraq, and other nations in the Middle East-African com 
munity have almost overnight become the world's wealthiest nations.

The large amounts of wealth they have accumulated has given these 
nations the means to do something about development-related problems 
and the demand for public services and facilities—new buildings, 
roads, bridges, water and sewage systems, powerplants and the like. 
The technical know-how required to operate and maintain these is 
very substantial. In Saudi Arabia, where the current Five-Year Plan 
calls for an expenditure of some $143.5 billion, the United States stands 
to harvest, at least 30 percent of the business related to the Saudi de 
velopment effort between now and 1980.

American engineers and constructors involved in the Middle East 
have been in a position to render substantial assistance to American
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manufacturer of capital and consumer goods by introducing U.S. 
products into the Middle East, and, as a result, have substantially in 
creased demand for a wide variety of U.S. poods and services.

The growth in exports of American goods and technology at high 
levels to the OPKC nations represents, of course, one important means 
of alleviating the devastating effect of OPP^C's high foreign oil prices 
on our balance of trade. We face, however, keen competition for 
"petrodollars."

COMPETITION FROM OTHER COUNTRIES

In most instances the goods and services provided by American com 
panies are readily offered by the British, French, Swiss, Scandi 
navians, Germans, or Japanese. In the field of professional engineer 
ing, for example, there is no question that many nations of Western 
Europe and Japan have the technical expertise and experience to per 
form the same high technology services provided by American firms. 
And while it is true that American goods and technology are his 
torically preferred, the assumption that the Arab world may abandon 
its commitment to the boycott simply to continue its access to American 
market appears to be without substantial foundation.

So, the United States of America is not alone in its interest in the 
Middle East. Other nations, particularly those of the oil-deficient 
European community »nd Japan, have an even stronger presence 
throughout the Middle East. Engineers and businessmen from these 
nations are present there and seeking opportunities in direct com 
petition with Americans.

To strengthen the competitive stance of their businessmen and pro 
fessionals, foreign governments today employ a variety of methods 
literally to underwrite the business development costs of their re 
spective private business communities. They offer government-to-gov- 
ernment guarantees and inflation insurance, tax incentives and highly 
attractive export promotion programs. In fact, most foreign govern 
ments operating in the Middle East and elsewhere do far more to 
assist their businessmen in the business development effort than does 
the United States.

That, however, is not a bone of contention I wish to pick with you 
here today.

IMPACT OK A NT I BOYCOTT MKASVRE8

\V _ in the professional engineering community who have been work 
ing in the Middle East expect that legislative provisions designed to 
make cooperation and compliance by American firms in the economic 
l>oycott of Israel subject to additional legal barriers, would have 
significant impact upon American exports in this area. ACEO does not 
say this necessarily determines what the U.S. policy should be with 
respect to the proposed amendments, hut does wish the decision to be 
based upon full consideration of the possible consequences.

The normal risks and hardships of doing business in the interna 
tional marketplace and particularly the Middle East and Africa al 
ready are extremely inhibiting. Adding to these the proposed boycott- 
related restrictions may, for some engineering firms and others now
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engaged in Mideast commerce, become the straws that break the camel's 
back.

By this I mean that we should face the fact that for some U.S. com 
panies which have the technical know-how, the financial resources, 
the best prospects for future business in the Middle East and a keen 
interest in such work, additional boycott-related restrictions might 
become the cause for relocation of their international operations to 
overseas locations so as to lie free to compete for Middle East engi 
neering assignments. Others may abandon Middle East activities. 
Firms newly exploring Middle East opportunities will not venture 
further. The net result of such actions would, of course, be a loss of 
(axes, foreign exchange income, and jobs in the United States.

PROTECTION AGAINST DISCRIMINATION

I want to make my position and the position of the American Con 
sulting Engineers Council unmistakably clear—we view the protection 
of American citizens against discrimination on the basis of race, color, 
sex, or religion as of paramount importance. We applaud congressional 
and executive branch efforts to protect the rights of American citizens 
in that regard but are hopeful that the Congress in its efforts can find 
a solution which does not necessarily foreclose American engineers 
and other American interests from activities in the growing Middle 
East marketplace.

I am not suggesting that I think we will see an end to the boycott 
in the near future. I am suggesting, however, that of the three levels 
at which the boycott is applied—primary, secondary and tertiary—it 
is at the tertiary level where the possibility for direct discrimination 
against American citizens has existed and it is at this level where I be 
lieve some progress is already being made.

As to the application of the boycott at the primary and secondary 
levels, that is, direct refusal of the Arab States to deal with Israel, 
and the combined pressures of the Arab States on third parties not to 
deal with Israel. I would characterize these activities as an unfortu 
nate, but not entirely unexpected, consequence of the continuing state 
of war lx»tween the Arabs and the Israelis. In my view, the only ef 
fective key to ending the boycott is the arrival at a fair settlement for 
a lasting peace in the Middle East at the diplomatic level.

COMPLIANCE WITH THE BOYCOTT

A number of antiboycott measures before the Congress would add 
specific prohibitions directed at the compliance by T.S. firms with the 
boycott against Israel. We believe that compliance by a U.S. business 
with an Arab boycott-related request does not necessarily mean that 
the firm is actively participating in the boycott of Israel or condones 
it.

To illustrate this point, let me give you an example: After many 
years in domestic business, ABC Company has made a decision to 
enter the international market. Following extensive market research, 
the company's management has determined that, on the basis of de 
mand and ability to pay for the goods or services it offers, Saudi 
Arabia represents the most solid potential market.

74-773 O - 78 - 17
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In registering itself with the various government ministries with 
which it hopes to do business, ABC Company learns that it must pro 
vide, a certificate that it is not now doing any business in Israel, nor 
does it have any plans to do business there in the future. If faced with 
a provision prohibiting boycott compliance by a U.S. firm, a potential 
exporter of goods or services such as ABC Company could not furnish 
the certificate of its intent not to do business in Israel, even though 
the reason for ABC's decision involves nothing more than its basic 
sound market strategy. Hence, the ABC Company would be effec 
tively precluded from doing business in Saudi Arabia.

ABSENCE OF MARKKT IN ISKAEL FOR FOREIGN ENGINEERING FIRMS

This example constitutes a serious potential problem for many en 
gineering firms ottering professional design services and other com 
panies involved in technology transfer, particularly, since as a prac 
tical matter, they usually cannot do business in or with Israel because 
Israel already lias sHlled engineers and technicians who offer the 
same services, usually at lower cost.

In Israel, U.S. professional design services are rarely used. In the 
international marketplace. Israelis compete successfully against U.S. 
firms as they enjoy considerable protection from their government. 
Israeli firms have even been known successfully to compete in the 
United States for U.S. AID financed projects.

On the other hand, the Arab nations are a desirable market, par 
ticularly owing to the lack of sufficient numbers of trained and quali 
fied technical personnel, highly ambitious development plans and the 
Arab's ability to pay with tbe revenues they earn for the export of 
their petroleum.

Obviously there are other, more difficult, problems which may arise 
under certain aspects of the boycott. A U.S. company which might be 
asked, in effect, as a condition to doing business in the Middle East, 
not to acquire components or banking services or whatever from 
another U.S. company with Zionists or Israeli nationals as principals, 
would, of course, be faced ^ ith more serious problems.

DIPLOMATIC AND ECONOMIC DIPLOMACY

Based on my own extensive experience in the Middle East and 
Africa and the firsthand reports I receive regularly from associates 
and colleagues, I believe that a combination of political diplomacy— 
as practiced by our State Department and the Department of 
Treasury—and economic diplomacy—as practiced by American busi 
nessmen in their promotion of American goods and technology—is 
making considerable inroads in creating new bridges of communica 
tion and understanding between the United States and the Arab 
nations. AVe should not ignore the substantial progress we are making.

The success of the American business community can provide addi- 
t'onal political leverage relating to the ongoing diplomatic efforts. 
Legislation having the practical effect of prohibiting U.S. business 
from effectively competing in the Middle East'market place may be 
expected to undermine this progress, and this should be carefully 
considered in vour deliberations.
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In summary, Mr. Chairman, we believe that the freedom of Ameri 
can private enterprise to operate in any part of the world, Arab or 
Israeli, complying to the extent necessary with local custom and re 
quirements, is important to continued trade in the Middle East and 
north Africa. This trade has been considered important to engineer 
ing firms and others and has made a major contribution to the U.S. 
balance of payments and for continued domestic employment and 
prosperity.

The relative freedom of American private enterprise in the Middle 
East has probably been, up to now, a positive contributing factor to 
progress in resolving the Arab-Israeli conflict-—a conflict whiHh has 
already lasted too long, cost too many lives and threatened \vcrM 
peace too many times. We feel that there must be legal safeguards to 
protect Americans from discrimination at home and abroad, that the 
Ixjyeott is a reality which must be faced and that it will probably end 
only when a fair settlement and lasting peace are negotiated and that 
more restrictive legislation or regulations designed to frustrate Ameri 
can acquiescence in the boycott as a condition of doing business in the 
Arab world may undermine the progress being made on the diplo 
matic and economic fronts.

'We recommend, Mr. Chairman, that these considerations be kept in 
mind while your committee faces the difficult task of reconciling the- 
various interests which could be affected by your policy decisions 
about proposed boycott-compliance amendments to legislation ex- 
lending the Export Administration Act, and are hopeful that solu 
tions may be found which do not preclude this growing area of U.S. 
international commerce.

Mr. Chairman, on behalf of the American Consulting Engineers 
Council, I thank you for providing us with this opportunity to appear 
before you at this late time in the morning.

This concludes my prepared statement, Mr. Chairman, and I would 
l» pleased to respond to any questions you or your colleagues may have.

Thank you.

ECONOMIC IMPACT OF ANTIBOYCOTT MEASURES

Chairman MORGAN. Thank you, Mr. Guttmann. I have one question 
I am going to submit to both of you. T would like to get your versions 
of the answer. Previous witnesses—and you were both in the room— 
have stated that because the U.S. Corps of Engineers and the U.S. 
Department of Health, Education, and Welfare are participating in 
huge programs in Saudi Arabia and Ixrause of the superior quality of 
U.S. goods and services, Arab nations will not honor their boycott 
and continue to contract with U.S. companies. What is your reaction 
to such a statement ?

Mr. JONES. Mr. Morgan, we have competed for two projects in Saudi 
Arabia against international competition where the bidding was 
handled by the Corps of Engineers. One was part of the SNEP pro 
gram, Saudi Arabia naval program, at Jidda; the other under the 
same program at Jabale. In both cases the contracts went to Korean 
firms. The fact that the Corps of Engineers was involved did not help 
us become the successful bidder. I believe that answers your question.
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Mr. GUTTMANN. If I may add, Mr. Chairman, Secretary Simon 
brought out the fact that at this moment we are getting perhaps 20 
percent of the Saudi Arabian business. That is only one-fifth. Some 
body else is getting four-fifths.

Chairman MORGAN. Mr. Oilman.

IMPORTANCE OP MIDDLE EAST MARKET

Mr. GILMAN. Thank you, Mr. Chairman, gentlemen, in listening to 
your testimony, apparently the main thrust of your testimony is essen 
tially that because of the magnitude of the Arab market, the amount of 
potential sales that are out m that part of the world; that our Nation 
should close its eyes to economic blackmail. Do you advocate that, be 
cause of the size of a potential market, we should do business with any 
nation that may be hostile to our Nation's best interests ?

Mr. JONES. Sir. Gilman, if you lire building a house in your home 
town and you advertise for bids and you say that you want Carrier 
products for your heating and air conditioning, all contractors bidding 
on that house would know what they had to bid because of the restric 
tions which you place.

Mr. GILMAN. If I might interrupt, that is somewhat diffierent than 
saying all contractors who bid must hire only white employees. Then 
we have a different proposition. We are not talking about mechanical 
equipment; we are talking about human beings, we are talking about 
some fundamental precepts and principles of human rights that our 
Nation has stood for, for a long period of time.

Let us consider the tremendous market potential out in Vietnam 
today. Do you advocate that we open up the door and do business with 
them today because of the magnitude of that market or are there some 
other problems we should be concerned about that are more 
fundamental ?

Mr. JONES. I do not consider the Saudi Arabian Government is a 
threat to the sovereignly of the U.S. Government or its citizens. The 
Vietnam Government has been a threat and a third-rate nation caused 
us ,f,o turn our tail and run from Vietnam.

Mr. GILMAX. Both of you gentlemen——
Mr. JONES. I do not recommend that we go in and do work with a 

country that did that to the United States.

BOYCOTT 18 WRONG

Mn GILMAN. Both of you gentlemen have advocated in your testi 
mony that the boycott is fundamentally wrong and you seem to set 
forth that precept. Am I correct? You don't agree with the boycott 
principle ? Do I read that correctly ?

Mr. JONES. That is correct, sir. But I maintain even you as an owner 
would have the right to specify the products that would go in your 
building. The Saudi Arabian Government has the same right to specify 
how thrir dollars would be spent.

IMPORTANCE OF MIDDLE EAST MARKET

Mr. GILMAN. We are not talking about products and you and I know 
we are talking about some basic, fundamental principles hero of the
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right of an employee to be employed, the right of an individual to go 
out and seek employment, the right to be free from religious and racial 
discrimination, some of the fundamental precepts which we believe 
in this Nation; and you are saying, because of the potential profits— 
the magnitude of the market, let us just close our eyes to that, there are 
a lot of dollars out there, ("an we close our eyes to many of the prob 
lems out in the world, merely because there are a lot of dollars in many 
of the nations? Do I fully understand what you are saying? Because 
of the dollar value of the business available, should we close our eyes 
to these many problems ?

Mr. JONES. If I may, I would like to restate the position this way: 
As an American, I am concerned about the millions who are unem 
ployed. Over 7 percent of our work force is unemployed in America 
today. I think those millions have rights also. Are we here going to 
take action delil)erately to swell the rolls of the unemployed and pre 
vent them from haying an opportunity to obtain gainful employment?

Do not forget, sir, that every time 100,(X)0 people are hired and put 
to work in America this reduces the unemployment by that amount 
and it also makes it easier for the rest i«» rind work because money has 
a way of turning over, and the tax dollars which are being spent, the 
material dollars, the equipment dollars which arc being spent in 
America, which roll over, are absolutely colorblind. They are blind as 
far as any !>oycott provisions. They arc completely blind as far as how 
the U.S. Government and the State governments spend their tax dol 
lars. The Arabs have no objections to the second and third and fourth 
and fifth use of them or the use of the tax dollars generated.

Mr. GII.MAX. And you are advocating that our Government should 
Income colorblind to the underlying problem here because of all the 
green dollars that could l>e flowing in ?

Mr. JOVEH. I think the Government of the United States should 
respect the soverign rights of other nations.

Chairman MORGAN. The time of the gentleman from New York has 
expired.

Mr. Hingham.
Mr. BINGHAM. I think Mr. Gilman has brought out a fundamental 

point here very well, and I think the answers to his questions are clear, 
although the witnesses have not expressed them in quite the same 
terms.

VISAS FOR MIDDLE EASTERN COUNTRIES

Let me ask you this, Mr. Jones—you. as the head of a contracting 
firm: How do you handle the matter of employment of persons who 
are going out to work on your jobs in Saudi Arabia in terms of Saudi 
Arabia's visa requirements and objections to what they call Zionists?

Mr. JONES. To the best of my knowledge we have not had a single 
Jew or Zionist apply for work in Saudi Arabia, so it has not been a 
problem, sir.

Mr. BINOHAM. And how would you handle it if they did ?
Mr. JONES. I am not sure what we would do. I think, though, that 

the controlling factor would be whether or not we could secure a visa 
for that employee or potential employee. If we cannot secure a visa 
for him there is no way we can get him into that country.

Mr. BINGHAM. What, is the experience of your members in this 
regard, Mr. Guttmann?
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Mr. GUTTMANIT. In my own firm, we have never had any difficulties 
on visas for Saudi Arabia, Kuwait, and we have had Jewish members 
of our firm working in those countries. In the American Consulting 
Engineers Council we have some firms with Jewish ownership that are 
presently engaged in the Middle East working in countries that have 
the boycott restrictions. There are various forms of applying the boy 
cott and this is perhaps a point that has not been cleared up properly 
in previous testimony.

We have heard about the various boycotts and the different applica 
tions. I think the Arabs as a whole have an overall national goal, which 
is to win this war, but they also have their own, let us call it local 
identity, as to how they want to go about channeling their priorities. 
So what may not be effective or acceptable in Saudi Arabia may be in 
Algeria or Kuwait. I do not know what the people in Morocco would 
do.

Therefore, in the application of the boycott, the Arabs feel very 
much that they are in the same position as the United States of 
America, where during World War II, we not only blacklisted the 
Axis powers and their nationals but every national of another country 
who did business with them. They do not see this as a discrimination 
against the Jewish people, the Jewish religion, but they look at it as 
a defense against Zionists and the Israeli nation.

STATEMENT OF WILLIAM BIRKHOFER, DIRECTOR OF BUSINESS 
DEVELOPMENT, WINZLER AND KELLY CONSULTING ENGINEERS, 
CALIFORNIA

Mr. BIHKHOFER. Might I comment also on that ?
Mr. BINOHAM. Would you identify yourself?
Mr. BIRKHOFKR. For the record, my name is William Birkhofer, 

director of business development for the firm of Winzler and Kelly 
Consulting Engineers from California.

We have wrestled with the question of what action we would take in 
the event that we are faced with a situation in which we had a Jewish 
employee in our firm who wished to proceed to Saudi Arabia, for 
example, in an effort to carry out some element of a project we are 
working on.

We, in checking with the State Department, were advised that they 
were prepared to intercede on our behalf to work to insure that a visa 
would be granted to that employee. We would plan to follow that 
course of action.

I might add also for the committee's benefit—and this comes to me 
secondhand, so perhaps it might bear checking out—it is our under 
standing as of the present time certificates of faith are no longer re 
quired as part of a visa requirement of the Saudi Arabian Embassy.

AXTI-JEWISH ASPECT OF THE BOYCOTT

Mr. BINOHAM. Let me ask you this final question. You both in 
dicated yea, you were opposed to the boycott. You agree with the state 
ment which appears in the law of the land the U.S. Government policy 
is to oppose such boycotts, to encourage firms to refuse to cooperate
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with it. That was the law in 1969, Yet, you say that in order to preserve 
tho business that is now going on that we have to forget about that 
opposition and those moral considerations.

How would you feel if the boycott were explicitly applied to firms 
that have Jewish management or that have Jewish employees taking 
part in their operations, would you still say that we should do the 
business and never mind the discrimination that boycott imposed ?

Mr. JONES. Our own firm has a man who happens to be of the Jewish 
faith on our board of directors and in a very responsible management 
position. This has not been a problem for us in tV>c past, and it it be 
came a problem in the future, we would have to respect his rights first.

Mr. BINGHAM. In other words, you consider that this just isn't bad 
enough in terms of the moral question involved for us to take a firm 
stand by giving teeth to the policy that has been adopted by the Gov 
ernment and which you agree with, although if it were extended to 
personal discrimination you would take a different position?

Mr. JONES. That is correct.
Mr. GtiTTMANN. I would submit, Mr. Bingham, that in general 

terms the Arabs will come to tho.->e who can deliver them the goods and 
services that they need most and they will not consider who is Jewish; 
but they will object to Zionists or Israelis. That is one of the 
differences.

I would also say that the Arabs are very careful to get the best for 
their petrodollars. You have to be very competitive in order to get 
contracts in the Arab world today, and I feel that sometimes the Arab 
boycott has been used as a pretext when firms that were not that com 
petitive have been turned down.

Mr. BINOHAM. Well, Mr. Guttmann, we agree with your conclusion 
with regard to the Arabs' concern to get American technology, to get 
the best deals, and where we differ is in the estimate of what would 
happen if we made it explicit and put teeth in the law to the policy 
that we have had on the books now for 8 years without much effect. 
That is where we differ, is the. effect that that would have.

Thank you.

ECONOMIC IMPACT OF ANTIBOYOOTT MEASURES

Mr. LAOOMARSIXO. Thank you, Mr. Chairman.
I take it you don't agree that if this law is passed, or these amend 

ments are adopted, that the Arabs would continue to do business^wifrh 
your firms.

Mr. GtrrTMANx. Yes.
Mr. LAOOMARSIXO. You think they would stop doing business with 

you?
Mr. GtrrrMANN. Yes, sir.
Mr. LAOOMARSINO. And you believe that, in spite of the fact that the 

United States has certainly not stopped doing something that I am 
sure the Arabs are much more concerned about; namely, supplying 
the Israelis with weapons, many of them free, without even cost? How 
do you explain the Arabs doing business with our firms now even 
though we are engaged in something that I am sure they consider 
much more serious than commercial transactions?
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IMPACT OF U.S. ARMS SALES TO ISRAEL

Mr. GUTTMANN. I would say that in the arms business the United 
States is second to none. Nobody else in the world can deliver what the 
Arab nations and the Israelis think they need to conduct their war 
to a victorious end.

There, in fact, is a small correction I would like to make to previous 
testimony. Our Corps of Engineers does not work as agent for the 
Saudi Arabians on the construction of schools and educational facili 
ties. Our Corps of Engineers is only involved with the Saudi Arabia 
Ministry of Defense on defense-related matters.

So, the Arabs will probably come to us for arms even if the boycott 
restrictions are reenforced, but arms are not——

Mr. LAGOMARSINO. I am not talking about arms as arms, I am not 
talking about us selling arms to the Arabs, I am talking about how 
the Arabs perceive our selling of arms to the Israelis, which have far 
exceeded the sale of arms to the Arab nations.

If they are concerned about firms doing business with Israel, com 
mercial firms, I would think that they would be much more concerned 
about our Government, as it does, selling arms, many of them as I say 
for nothing, for free, to Israel ? I think there is little doubt that our 
doing so probably has saved the State of Israel from extinction or at 
least from not being the same state that it is today.

IMPACT OF PUBLIC OPINION

Mr. GUTTMANN. I think the Arabs fully recognize that efforts in com 
mittees such as yours and witnesses whom we had before, that public 
opinion of the United States demands such a thi 0 . They are not blind 
to political reality.

Mr. LAGOMARSINO. They don't feel public opinion does demand some 
thing be done about the boycott situation ?

Mr. GUTTMANN. As far as that is concerned, they think that the 
power of money is the power (hat will conduct the future of the 
world.

Mr. LAOOMARSINO. Let me ask you about one other thing. This has 
been mentioned by same witnesses and——

Mr. GrLMAN. Would the gentleman yield?
Mr. L, OOMARSINO. Yes.
Mr. OILMAN. Again, may I ask you, do you afjree with the premise 

that the power of money should control our thinking?
Mr. GUTTMANN. Certainly not. We should try to educate them to 

change that stance.
Mr. OILMAN. We have been trying to educate them since 1946 or 

1947 and apparently we have met with very little success with regard 
to their boycott and that is why we are here today discussing these 
proposed measures.

Mr. GUTTMANX. We also had, Mr. Gilnmn, 20years of warfare in the 
Middle East and that is a bad time to come through with educational 
efforts in that respect. We are just starting to reach them now because 
only now sufficient Americans are really going into Saudi Arabia.

Up to now our business presence in Saudi Arabia, for example, was 
confined to .small settlements of the oil companies. There was no inter 
mingling really between Americans and Saudis. Now there is.
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I think we are at the crucial point of getting the message across. 
Mr. OILMAN. I thank the gentleman for yielding.

IMPACT OF STATE ANTIBOYCOTT LAWS

Mr. LAQOMARSIVO. Just one further question. Several witnesses have 
brought this up and others have commented on it in statements that 
we have; that is, the argument that inasmuch as the State of New 
York, the State of Maryland, have adopted legislation prohibiting 
compliance with boycotts and other States are considering this, that 
it would be far better to have a uniform Federal law speaking to the 
subject, so that the situation would not be unfair to those who operate 
their businesses in those particular States. Would you care to comment 
on that ? I think that was something we have not heard anybody speak 
on the other side of and I wondered if you have any thoughts about it?

Mr. GUTTMANN. I saw the original article on this in the New York 
Times, I think, 2 or 3 weeks ago and the Director of the Port Authority 
of New York commented on the effects of the Lisa Law, starting that 
they had lost several million tons in shipments and that obviously the 
shipments had emigrated somewhere else.

Since then, Maryland has enacted the law so I would presume that 
ii lot of the Middle East shipments from the eastern part of our country 
are going down to the gulf coast. There are two ways. Let the State 
legislatures handle this on their own level, in which case I would pre 
sume that the New York people one day will wake up to the fact that 
they are tiy:ng to unrealistically enforce something alone in the whole 
world because all of the rest of the world is shipping; and it may 
happen that the unemployment caused by the law in Illinois will 
awaken the people in Illinois that this is not the way to tackle a diplo 
matic international problem.

Mr. LAOOMARSINO. Do any of the rest of you care to comment?
Mr. JONKS. If it is true that the New York port has lost £ million tons 

as a result of this law, then they have also lost jobs. If wr: passed a na 
tional law that says the same thing, it will simply impact that to 
cause additional jobs to be lost over the Nation and will give more 
employment for the ports of Germany, Holland, Franch, England, 
Japan, and others.

Chairman MORGAN. The time has expired. Thank you, gentlemen.
Our final witness today is Mr. Reuben Johnson. Director of Legisla 

tive Services for the National Farmers Union.
Chairman MORGAN. Mr. Oilman.
Mr. OILMAN. I intend to submit a statement for the record and 

would like to have permission to insert it.
Chairman MORGAN. Without objection, the gentleman's statement 

will be made a permanent part of the record.
[Mr. Oilman's statement subsequently submitted follows:]

STATEMENT OF How. BENJAMIN A. OILMAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK

Mr. Chairman, I welcome this opportunity to appear before the Committee on 
International Relations to express my rtrong support for proposed legislation to 
end the discriminatory practices of foreign trade boycotts.

The Implementation of economic boycotts against the State of Israel for 
political purposes has been a common practice among the Arab states for more 
than 25 years. Generally, these efforts ha?e been met with little or wsition due
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to their lack of enforcement and success. Howerer, with the imposition of the 
oil embargo, nev strength and life was added to these efforts. The shocking 
results of these new efforts have revealed broad scale cooperation by American 
business to the threats and demands of one nation against another.

The Arab embargo against Israel is not the center of this controversy. The 
right of one nation to refuse direct interaction with another is not at question. 
What is at stake is the extension of this embargo to U.S. firms in an attempt to 
prevent them from trading with Israel. This type of boycott extends far beyond 
any recognized right of one nation to prevent trade with its enemies.

This form of economic blackmail must not be allowed to c' jtinue. Even the 
slightest forms of cooperation encourage more and more demands that extend 
far beyond economic matters and take aim at U.S. foreign policy. This not 
so subtle attack which pits one American against another because of his racial, 
ethnic or religious background must be stopped.

As a recent editorial in the Charlotte Observer po'.nts out, the Issue of Arab 
boycotts is much greater than the straggle of one nation against another.

"The larger question, however is one of morality. The Arab boycott and black 
listing of firms has been aimed not only at Israel but also against American 
Jewa If an Arab nation wants to do business with an American firm, it can 
abide by this country's rules of decency and fair play—or go elsewhere. We 
doubt that those countries, which are being developed largely by American 
enterprise would go elsewhere."

The United States as a nation must take a stand on this issue. We must not 
allow foreign governments to manipulate the internal affairs of this country. 
We must remove the pressures that are brought to bear on individual companies 
to comply or face the repercussions of discrimination. The solution to this 
problem, as the Observer's Editorial states, is: "the best way to counter the 
Arab government's pressure* is to have a law on the books which requires them 
not to yield. Then they could simply tell Arab governments: We have no choice 
but: to comply with the American law."

We can and should prevent boycott compliance and the appropriate vehicle 
is now before us, the Export Administration Act

While the present U.S. policy states clearly its opposition to such restrictive 
trade policies and boycotts, the fact that these practices do occur demonstrates 
the need for stronger federal laws. The policy statements in the current Export 
Administration Act are commendable but ineffective. We need not only to dis 
courage such practices, but to prohibit them. I urge the adoption of amendments 
to outlaw the disclosure of discriminatory Information and participation in the 
restrictive trade practices of foreign nations including both secondary and ter 
tiary boycotts.

Currently, there are several pieces of legislation before this committee aimed 
at the heart of this problem. I am a co-sponsor of H. Con. Res. 178, offered by 
Congressman Addabbo; H.R. 6481 offered by Congressman Drinan and H.R. 
11463 offered by Congressman Koch. In addition Congressmen Blngham and 
Rosenthal have both offered constructive proposals that deserve your considera 
tion and support.

As we proceed to consider the Export Administration Act, I am convinced 
that from these proposals and the committee deliberations that will follow, an 
effective policy against the discriminatory practices of boycotts can be achieved. 
It is only fitting that in this bicentennial year, as we reflect on the founding 
principles of this great nation chat we apply those same concepts of freedom 
from repression, non-dlscrlro'aation and rights of religious tolerance to the con 
duct of commerce.

Accordingly. I urge my colleagues 01 this committee to support the concepts 
contained in the anti-boycott proposals before you in order to end the devisive 
effects of these discriminatory acts.

Mr. Chairman, I request permission to insert, in full, at this point in the 
Record, the Charlotte Observer Editorial dated June 14th, 1976, entitled "Arab 
Intrusion".

[Brtltorial From the Charlotte Observer, Jane 14. 1978] 

ARAB INTRUSION—JOKES' ADVICE Is WRONG
NeltLer common decency nor the best interests of the United States are served 

by the practices acknowledged by Edwin I* Jones, Jr., of Charlotte in his testi 
mony Thursday to a House committee. Mr. Jones, president of J.A. Jones Con-
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struction Co., said his company in some instances has gone along with demands 
by Arab countries to boycott Israel.

Why? Not to create jobs for Americans, but to make money. The company 
does a substantial business in Saudi Arabia.

Mr. Jones's testimony showed that while the company is responsive to the 
Arab countries' foreign policy requirments it is ignoring American policy. We 
think the company has no business acting, for whatever reason, in a matter that 
is against the policy of the United States.

Arab pressures of various kinds have been brought to bear upon American 
companies. Many firms have been blacklisted because they had Jewish owner 
ship or high-level Jewish executives; some of the biggest corporations in America 
have been blacklisted for other reasons, chief among which, apparently, is that 
they do business with Israel.

In other words, some of the Arab countries not only have told American com 
panies they cannot do business with both Israel and Arab nations; they also 
have brought subtle pressures to oear which might persuade some companies 
to violate American law by discriminatory practices within. Congress has de 
clared the first part of this to be against American policy; the second part is 
against the law.

As we said some time ago, this is a reprehensible and unacceptable intrusion 
In American affairs, No American company should accept such interference.

In his testimony before the House International Relations Committee, Mr. 
Jones not only acknowledged that his company has yielded to the boycott- 
Israel i ressure but also urged Congress not to enact proposed legislation which 
would make this a punishable violation of law rather than simply an expression 
of disregard for American policy.

He should have been on the opposite side, as are many American business 
executives. They know that the best way to counter the Arab government's 
pressures is to have a law on the books which requires them not to yield. Then 
they could simply tell Arab governments: We have no choice but to comply 
with American law.

Would that put them out of business in the Arab world? It is conceivable, 
though unlikely, that in a few cases it would. But It Is virtually inconceivable 
that those developing countries would choose to do without American technology, 
American scientific development and American management know-how. Such 
a law, in our view, overnight would break the back of this impudent intrusion 
in American life.

The larger question, however, is one of morality. The Arab boycott a..'. black 
listing of firms has been aimed not only at Israel but also against American 
JewH. If an Arab nation wants to do business with an American firm, it can 
abide by this country's rules of decency and fair play—or go elsewhere. We 
doubt that those countkies, which are being developed largely by American 
enterprise would go elsewhere.

Congress should moke American policy—not a bunch of oil kings and sheiks.

STATEMENT OF REUBEN JOHNSON, DIRECTOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION

Mr. JOHNSON. Let me say first, Mr. Chairman, that Farmers Union 
sympathizes fully and warmly with the objective of insuring adequate 
supplies of food and fiber for the American people—at all times— 
and specifically in times of worldwide scarcity.

We regard it as intolerable and unnecessary for the United States 
to have to choose between supplying its export customers or provid 
ing ample farm products for the American people.

The Farmers Union recommends that the Nation adopt a national 
food policy of assured abundance that will make it unnecessary ever 
again to be confronted with such an intolerable choice.

We would not have been in the precarious situation through which 
we have come in recent years, except for the conscious decisions by 
the Nixon and Ford administrations since 1972 to destroy the remain 
ing elements of the farm price and income stabilization programs
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and to get rid of the reserves which existed in the form of commodities 
under price support loan and storage.

IMPORTANCE OF EXPORT MARKET

In a context of all-out production, farmers must be able to export 
to live. It is as simple as that. Major parts of our wheat, rice, soybean, 
feed grains, cotton, and other crops must be exported; in most of these 
commodities the percentage exported has been in the range of 40 to 60 
percent.

The alternative to access to world markets is a major cutback in 
cropland acres. Without export mai kets in 1976, pur farmers would 
have to take about 100 million acre.1 out of cropping use. Otherwise, 
the flood of commodities will simply destroy markets and depress 
prices to a point of bankruptcy for producers.

ADEQUATE RESERVES

To service our domestic and export customers—and alleviate fears 
of shortages—adequate reserves of storable food products should be 
maintained as a public policy. All of this, however, must be done as 
part of an overall fooa policy, and this is something which we do 
not have at this time.

We in Farmers Union do not believe that any civilized government 
would be justified in permitting the last of its grain or food stocks to 
be sold out to foreign customers, no matter the price, just as an indi 
vidual family would not sell out the last food in its pantry just 
because of the price which might be offered.

We regard it as important to have, as a part of a definitive, com 
prehensive national food policy, an export licensing system which 
would enable the Government to insure that food supplies needed by 
American consumers and industries would be assured and maintained, 
to assure that ample supplies of feedstuffs are available to U.S. 
producers of milk, meat, eggs and poultry, and to allocate remaining 
supplies in times of real shortages among our various export customers 
on the basis of their historical record of purchases, and to provide 
food needs for humanitarian purposes and natural disasters.

IMPROPER FEDERAL EXPORT CONTROL POLICIES

But neither the Erport Administration Act of 1969, as amended, 
nor the various actions taken under it by the executive branch, within 
or outside the law, from 1973 to the present day, have been fair or 
acceptable methods of handling the problem.

Farmers Union is unalterably opposed to anv form of export con 
trols or restrictions that are not directly linked to effective measures 
which will protect farmers against the collapse of prices in times of 
surpluses. We would therefore advise against extending the Export 
Administration Act of 1969 without amendment,

In 1973 and in 1974 and again in 1975 the Government has inter 
vened and is now interfering to prevent farmers from selling their 
crops freely.

Because this was done without any guidelines, without any link to 
a policy of food abundance, this has been the worst possible form of
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export control. It has exposed farmers, American consumers, and 
our export customers alike to the capricious, irresponsible, and in 
competent whim of politicians in the executive branch, acting un- 
predictably and arbitrarily under the pressures, the hysteria, and the 
political motives of the moment.

We have not been able, in fact, though we have made several 
pointed inquiries, to find out what the legal basis may have been for 
the several executive actions taken from July through October by 
the administration in limiting the export of grain.

We have not been reassured that the export monitoring features of 
the 5-year Russian grain agreement are indeed a proper legal exercise 
of authority by the White House. In effect, export controls have been 
institutionalized for the next 5 years at least in our relations with the 
U.S.S.R. and Eastern European customers for our grain.

The supply situation in 1975 did not justify the actions taken by 
the administration to limit exports. As we said earlier, we ought to 
operate on a policy of full production and abundance.

Along with that, we ought to have a standby export licensing 
system, but it ought to be geared to price and supply factors to protect 
farmers from l>eing destroyed by the very abundance they assure to 
society.

Mr. Chairman, the Export, Administration Act of 1969, under which 
the export control actions have been taken, expires on September 30, 
1976. S. 3084 would extend it another 3 years.

Clearly, a better vehicle is needed, lx>th for the sake of farmers and 
consumers. Under this statute, the Secretary of Agriculture must bf 
consulted, but in the several instances that export controls have been 
imposed, Secretary of Agriculture Earl Butz has concurred in the 
action.

AMENDMENT TO EXPORT ADMINISTRATION

Accordingly, we recommend and urge that S. 3084 be amended by 
adding the following:

Amond Sec. 4(e) of the Export Administration Act of 1009, as amended and extended by the Eqnnl Export Opportunity Act, by adding a new sentence ait the end thereof as follows: "The authority conferred by this section shall not 
he exercised with re«i>ect to nny agricultural commodity unless the average price received by farmers for such commodity for the preceding calendar quarter Is In excess of 110 per centum of parity price for such commodity."

That concludes my statement. I submit to your questions.
Chairman MORGAN. What does your amendment really do, Mr. 

Johnson, the one you are recommending? Will you briefly explain 
your amendment?

Mr. JOHNSON. Yes, I will, Mr. Chairman. If you will look with me 
again at the bottom of page 3. we sec no alternative to protection of 
American farmers against embargoes that we have seen placed ir n 
us in recent weeks and months than for this committee to act to piace 
some kind of a restriction on the executive branch. Our amendment 
would simply be no embargoes placed upon the sale of agricultural 
commodities overseas unless the average price received by farmers 
for a commodity would bo in excess of 110 percent of the parity price 
for the commodity over the preceding calendar quarter.
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Mr. Chairman, parity priest, ha\e been running in the neighborhood 
of about 80 to 85 percent of a parity for the major export commodi 
ties. In some instances, in some cases, somewhat lower.

This amendment would not have the effect of attempting to set 
a domestic price on a commodity but merely set forth a criteria to pro 
hibit any embargoes being placed on export commodities unless farm 
ers were receiving what we consider to be a fair price for that 
commodity.

Chairman MORGAN. Mr. Oilman.
Mr. OILMAN. No questions, Mr. Chairman.
Chairman MORGAN. Mr. Lagomarsino.
Mr. LAGOMARSINO. No questions.
Chairman MORGAN. Thank you, Mr. Johnson.
The committee stands adjourned until 10 tomorrow morning.
[Whereupon, at 1:50 p.m. the committee adjourned, to reconvene at 

10 a.m., June 11,1976.]



EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

PBIDAY, JUKE 11, 1976

HOUSK OP REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:15 a.m., in room 2172, Rayburn House 

Office Building, Hon. Thomas E. Morgan (chairman of the commit 
tee) presiding.

Chairman MORGAN. The committee will please come to order.
We will start because we could have a quorum call and the Secretary 

has to leave as close to noon as possible.
The Committee on International Relations is honored to have before 

it today Hon. Elliot Richardson, the Secretary of the Department of 
Commerce.

In 3 previous days of hearings—will our guests please take their 
seats ? We had a repetition of this yesterday and I was talking to the 
same people. If you are going to stay here, you are going to nave to 
follow, the rules of the committee.

The 3 previous days of hearings, the committee has heard from the 
Departments of State, Defense, Treasury, and various private groups. 
The Department of Commerce is a Department with the principal 
responsibility for administration of the Export Administration Act. 
In the previous legislation the committee has considered the admin 
istration of that act on boycotts and high technology exports.

We are pleased to have you back before the committee, remembering 
when you served in several other Cabinet posts and were always wel 
come before this committee.

Mr. Secretary, you have a long prepared statement and you may 
proceed.

STATEMENT OF HON. ELLIOT L. EICHAEDSON, SECEETAEY OF
COMMEECE

Secretary RICHARDSON. Tl.ank you, Mr. Chairman.
It is a great pleasure to be nere. I have enjoyed earlier opportunities 

to testify before this committee. This is my first appearance before 
this committee since it was renamed the Committee on International 
Relations. I am glad to have the opportunity to be the first Secretary 
of Commerce to appear before you for the purpose of recommending 
that the Export Administration Act of 1969 be further extended and 
amended.

May I ask, Mr. Chairman, that the record show that I am accom 
panied here by the General Counsel of the Department of Commerce,

(283)
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Mr. J. T. Smith on my left and by Mr. Arthur T. Downey, Deputy 
Assistant Secretary of Commerce for East-West Trade.

The Export Administration Act is at once very broad—in the sweep 
of matters with which it deals and also quite detailed. Encompassed 
within it are two basic subjects: controls on exports for reasons of 
national security, foreign policy, and short supply; and the Govern 
ment's response to the Arab boycott of Israel.

EXPORT CONTROL* AND TECHNOLOGY

I should like to turn first to the question of export controls and,par- 
ticularly, their relationship to the transfer to technology to the Com 
munist nations.

The act as it is now formulated is designed to deal with the central 
dilemma of promoting the export of American products and tech 
nology, while at the same time restricting this flow to the extent needed 
to protect our national security.

In providing its basic formulation of policy? the act has served 
its purposes well. No fundamental change is required. It is a reflection 
of the wisdom of the Congress that the act is so worded as to enable 
the administrators needed latitude and flexibility to work within its 
framework.

The only change* in the act itself which the administration recom 
mends with respect to these controls is an increase in the fines that can 
be imposed for violations. Our intention here is to provide a more 
forceful deterrent to potential violators of the act I am particularly 
interested in this since my responsibility for the administration of this 
act causes me not only to be interested in the promotion of American 
exports, but also in this limited way to be very interested in safeguard 
ing our Nation's security.

HIGH TECHNOLOGY KKFOBTf TO OOlClCUlflST OOtTVTUBS

A chief focus in the exercise of security controls is on the flow of high 
technology and products to the Communist countries. The quantitative 
size of that flow is not large. For example in 1974, the flow of Ameri 
can technology, as expressed in sales of manufactured goods to the 
U.S.S.R., amounted to 0.3 percent of the Soviet Union's GNP. Thus, 
our common concern and interest is determined less by the size of our 
technology trade, and more by it* content and the nature of our re 
lationship with the Communist countries.

The history of this element of the Export Administration Act is in 
many respects a history of America's relations with the nations of 
Eastern and Central Europe, the Soviet Union, the People's Republic 
of China, and other Communist nations. It reflects, the evolution of 
thought by the Congress and Executive concerning the importance to 
the Nation's economic health and well-being of a vigorous, many- 
faceted export program.

The act has its roots in the 1949 export control law and the conflict 
embodied in the cold war period. That period in our international re 
lations reached a turning point in the late 1960's marked by a series 
of events reflecting a thaw in the cold war, including passage by the 
Congress of the Export Administration Act in 1989. It made it pooai-
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ble to consider not only the need to continue to be vigilant, but also 
to decide to compete vigorously in the promotion and sale of nonstra- 
tegic goods and services produced in this country by American workers.

We have positive reasons for wishing to encourage the development 
of a more mature commercial relationship with the Communist coun 
tries. But we still must walk a tightrope. We seek the larger goals 
which can be achieved through maturation of this relationship, and 
will dp so without taking unnecessary risks or improving significantly 
the military potential of these countries.

I would like now to address the three specific areas in which the 
committee has expressed particular interest: delays in the processing 
of the license applications, the Defense Science Board's report, and the 
GAO report on East-West trade.

DELAYS IN ISSUING LICENSES

I would like to deal first with delays in reaching decisions on export 
license applications. There is no doubt that there nave been inordinate 
delays in processing some export license applications. I am not satis 
fied that we have yet done all we can to speed this process in a responsi 
ble way. But let me put the issue into what I believe is the proper 
context:

Approximately 90 percent by value of all exports to Communist 
countries are carried out without any requirement for validated 
licenses.

In 1975, the Office of Export Administration received over 50,000 
applications for validated licenses of which an estimated 90-95 per 
cent were for the export cf high technology products to all destina 
tions. Approximately 10 percent of the applications were for exports 
to the Communist countries.

A study of all applications received during the first 2 weeks of 
March, indicates that 94 percent were processed within 30 days. The 
vast majority of applications that required more than 30 days to 
process were for high technology products destined for Communist 
countries.

Thus, the problem of delayed cases is focused on a relatively small 
number of applications representing high technology commodities pro 
posed for export to Communist destinations.

Delays may result because, in the initial technical analysis of an 
application, additional details or facts are needed that are difficult to 
establish. This difficulty is compounded by the increasing technical 
sophistication of modern products. Also, in many instances, the De 
partment is obligated to seek the advice of its advisory agencies and 
to consult with our COCOM partners. Technical and policy issues 
may arise with them.

EFFORTS TO IMPROVE LICENSE PROCESSING TIME

In a continuing effort to improve processing time, we have taken 
steps, many of which are detailed in my written statement. But, I 
might highlight some of them:

I have authorized additional personnel—technical and otherwise— 
to handle the analytical, documentary, and other tasks associated with

74-772 0-78-18
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the review of applications in the Office of Export Administration, Some 
recruitment has already taken place, and an active search is underway 
to find additional personnel with the unique technical knowledge or 
experience needed for these tasks.

Working with the chairman of the President's Export Council, I 
have arranged for the establishment of a Subcommittee on Export 
Administration which will focus on policy issues. Mr. John V. James 
of Dresser Industries is chairman and we have invited 19 representa 
tives of computer, electronic, machine tool, and other interested indus 
tries to become members.

We have sought agreement with the Department of Defense to re 
duce the number of export license applications that otherwise would 
have had to be referred to that agency for review, pursuant to section 
4(h) of the act.

In February, we began a concentrated effort, involving substantial 
overtime, to reduce the number of export license applications delayed 
over 30 days. On January 22, 1976, there were 306 applications in this 
category in the licensing divisions. As of June 2, the 30-day backlog 
in these divisions had been reduced to 75 applications.

I have taken a personal interest in the problems relating to proc 
essing delays, including those associated with interagency consulta 
tion and to this end I am working directly with the Deputy Secretaries 
of Defense and State. I intend to continue giving a high priority to 
the task of eliminating processing delays—which are costly to the ex 
port trade—without endangering in any way our important national 
security responsibilities.

DOD REPORT ON TECHNOLOGY KXPORT8

You have asked me to comment on the "Report of the Defense Sci 
ence Hoard Task Force or Export Control of U.S. Technology—A 
DOD Perspective."

I concur in many of the findings and recommendations in the report 
respecting export controls: the need to establish simplified licensing 
criteria, to strengthen COCOM controls, and to improve the effective 
ness of controls by widening industry consultation and cooperation and 
by establishing better communications with the private sector, other 
U.S. Government agencies and COCOM governments. These are ele 
ments of our current export control program. We are attentive to the. 
need of applying them more effectively. We already utilize these 
insights contained in the report in our continuing discussions of export 
license applications with the Department of Defense.

Some recommendations, such as that calling for a distinction to be 
drawn between revolutionary and evolutionary technology when con 
trol decisions are mado. are provocative of thought. Although these 
concepts are, in effect, recognized and applied in a general way in 
current export control practice, their application in the specificity and 
breadth for which the task force seem<! to call requires further study.

In short, the report is quite interesting, but some further clarity is 
required before the full impact of its application can be properly 
evaluated. The Department of Defense is reviewing the report and we 
are engaged also in the interagency consideration of it. To the extent 
that the recommendations of the report are adopted, in whole or in
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part, no change would be required in the Export Administration Act, 
since the necessary discretionary authority is already embodied in the 
act.

OAO STUDY ON EAST-WEST TRADE

You also asked me to comment on the issues raised by the GAO 
study, "The Government's Role in East-West Trade—Problems and 
Issues." I shall limit my remarks however, to a few of the principal 
recommendations in the study that deal with the Department s admin 
istration of the Export Administration Act. The full Department com 
mentary is an attachment to my written statement.

Certain recommendations have already been implemented. For ex 
ample, as I noted, we are providing additional personnel resources for 
the operation of the Office of Export Administration, and we have im 
proved the system for screening license applications by adding addi 
tional computerized data bases. The GAu study also recommends 
disbanding the Technical Data Division p*id we have done so. Indeed, 
we took all of these steps prior to the release of the GAO study.

We have difficulty in accepting the recommendations of the GAO 
respecting the Department's Interagency Operating Committee. Pro 
viding the Operating Committee with a technical staff is neither nec 
essary or feasible, and would result in duplication of the technical 
staffs already assigned to the Office of Export Administration and 
member agencies.

The suggestions relating to abiding by a predetermined time frame 
and the majority rule concept are based on misconceptions of the role 
of the Operating Committee. The group is not a decisionmaking body. 
It is a vehicle for securing information and advice on export control 
matters from the Department's advisory agencies.

To conform the Operating Committee's work program to a predeter 
mined time frame might result in unwise control decisions. A much 
preferred goaJ is to provide the committee with a more complete tech 
nical analysis at »he outset of the committee's deliberations with the 
consequent reduction in the number of technical disagreements or 
questions that frequently arise and cause delays.

ANTIBOYCOTT PROPOSALS

Mr. Chairman, pursuant to your request I would now like to discuss 
legislation currently pending before Congress to deal with the Arab 
boycott of Israel. Let me state at the outset that the administration 
opposes additional legislation at this time (other than H.R. 11488, dis 
cussed below) as being both untimely and unnecessary and potentially 
counterproductive.

The administration's opposition can best be understood against the 
backdrop of forceful action already taken by the administration (1) 
to assure that the boycott is free of discrimination against U.S. citi 
zens ; (2) to deal with secondary boycott practices which interfere with 
economic relations among domestic firms; and (3) to »3ek diplomatic 
modification of the more objectionable manifestations of the boycott.

Moreover, we believe that the passage of legislation at this time 
might jeopardize our ability to continue to work effectively with Arab 
nations to achieve a just and permanent Mideast peace—which is, 
after all, the only realistic means to end the Arab boycott of Israel.
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The administration strongly opposes, and has prohibited compli 

ance with, boycott practices involving any discrimination against U.S. 
citizens. In point of fact, only a very few of the boycott requests that 
have been reported to the Commerce Department involve religious or 
ethnic discrimination against American citizens or firms.

During the period October 1, 1975, through March 31, 1976, the 
Department received approximately 14,200 reports, dealing with ap 
proximately 29,700 transactions. Oi these 14,200 reports, six revealed 
boycott-related requests which would clearly discriminate against 
American citizens. Several hundred additional reports revealed re 
quests that goods not be marked with the "Star of David." While the 
Department of Commence has made a decision to treat such requests 
as discriminatory, diplomatic efforts to eliminate these requests have 
led to their virtual elimination.

In addition? diplomatic efforts have accomplished the elimination 
of other discriminatory requests. The evidence thus far supports the 
view that the boycott is symptomatic of the Mideast conflict and that, 
in its current manifestations, it is not based on religious or ethnic 
criteria.

ADMINISTRATION ANTIBOYCOTT STEPS

Other administration witnesses have detailed the serious and strong 
steps taken by the President and the administration to show that we 
tolerate no discrimination. These steps include proposed legislation 
(H.R. 11488) which would prohibit economic coercion to discriminate 
against U.S. citizens on the basis of race, color, religion, national 
origin, or sex. I would like to review the specific actions taken by the 
Commerce Department with respect to our enforcement practices 
generally.

On December 1,1975, the Department's regulations were amended 
to prohibit compliance with any request in connection with a foreign 
boycott which would result in discrimination against U.S. citizens or 
firms on the basis of race, color, religion, sex, or national origin.

Also, on December 1, an amendment to the regulations extended 
the reporting requirements to any person or firm other than the 
exporter handling any phase of the export transaction—such as banks, 
insurers, shipping companies, and freight forwarders.

The Department instituted a massive publicity campaign to en 
courage U.S. exporters not to comply with boycott-related requests for 
information and to remind them of the reporting requirements under 
our Export Adminiatrntion regulations.

Coupled with this publicity campaign, all violations of the report 
ing requirements which have come to the Department's attention have 
been investigated, and as a result thereof, about 200 firms have been 
warned and civil penalties have been imposed against several others.

The reporting requirements were amended to renuire reporting firms 
to indicate whether or not they had complied, or intended to comply, 
with the reported boycott-related rerwests for information. Since 1965. 
the answer to tbat question in the, Department's reporting form had 
remained optional, and had not been answered bv most reporting firms.

The Department has ceased dissemination of information on trade 
opportunities obtained from documents known to contain a restrictive
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trade practice or boycott against a country friendly to the United 
States.

On April 29 of this year, I announced that, henceforth, all letters 
setting forth charges against firms for alleged violations of the Export 
Administration regulations related to the boycott would be made 
public.

THE BOYCOTT AND MIDDLE EAST CONFLICT

Other administration witnesses have spoken of the foreign policy 
implications of the boycott and I will not dwell on them at any length. 
The boycott must be recognized as a manifestation of continuing con 
flict between Israel and the Arab nations.

We are firmly convinced that the boycott cannot be eliminated except 
in the broader context of a settlement of the dispute which gave rise to 
it and that good relations with all the countries in the area are critical 
to our ability to influence a peaceful settlement.

Avoidance of renewed conflict in the Middle East must be a principal 
moral as well as political concern of our Nation's diplomacy. The 
wisdom of anv new boycott legislation, therefore, must be evaluated 
on the basis of its likely effect on our ability to help maintain peace.

Our ability to maintain peace can depend upon our economic as well 
as diplomatic role in the Mideast since economic and diplomatic goals 
can be closely interwoven. The good will and confidence which we have 
established with the Arab nations is based in large measure on our 
evolving commercial relationships and substantial economic 
connections.

Thus, to a very lame extent, our ability to assist negotiations to 
reduce tensions in the Middle East depends on our maintaining close, 
cooperative economic and political relations with all the countries 
involved.

It is our view that some of the more extreme legislative initiatives, 
by making it difficult or impossible for U.S. concerns to do business 
in the Middle East, rould jeopardize vital foreign policy and national 
security concerns.

RICHARDSON COMMENTS ON ANTIBOYCOTT BILLS

I am especially concerned with bills which would prohibit firms 
from refusing to do business with Israel, in connection with boycott 
activities. Thus, for example. H.R. 4967—introduced by Mr. Bing- 
ham—would prohibit the taking of any actions by domestic concerns 
which would have the effect of supporting the AraL boycott of Israel.

Under this proposal, U.S. manufacturers would be prohibited from 
certifying that they do not have and do not intend to establish any 
branches or subsidiaries in Israel. This prohibition would apply 
whether or not the U.S. company had any realistic prospect of or 
genuine interest in such trade relations with Israel.

Certain amendments by Senator Ribicoff to the pending tax reform 
legislation (H.R. 10612) would deny the foreign tax credit and other 
tax benefits to American firms for income derived from countries 
which require compliance with the boycott. Depending on the effec 
tive tax rates involved, the cumulative tax costs of doing business in an
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Arab country might be prohibitive. In any case, the overall effect of 
the bill could be to reduce the attractiveness of investments in Arab 
countries.

These and other bills, including H.R. 12383—introduced by Ms. 
Holtzman—appear to us to be co»nterproductive in terms of weaken 
ing the Arab boycott, and harmful to the national interest in terms of 
maintaining a viable relationship with all the countries of the Middle 
East.

8. 3804, THE STEVENSON BILL

In addition to the proposals discussed above, I would like to com 
ment briefly on title II of S. 3084, the so-called Stevenson bill which 
is now pending before the full Senate. On the House side, Congress 
man Koch has introduced a bill, H.R. 11463, which is sometimes re 
ferred to as companion legislation to S. 3084. On April 9, Congress 
man Koch introduced a second bill, H.R. 13151, which differs from the 
earlier bill in certain important respects.

These bills contain a number of requirements, some of which are 
duplicative of existing legislation or regulations. The principal new 
requirements are that domestic concerns would be prohibited from 
refusing to dp business with other domestic concerns "pursuant to an 
agreement with, requirement of, or a request from, or on behalf of, 
any foreign country" in connection with the enforcement of the boy 
cott ; and all boycott reports filed after enactment of the bill would 
be available for public inspection and copying.

S. 3084 is the most moderate boycott-related proposal currently 
pending before Congress. However, on close analysis, it appears that 
KS currently drafted it might have an ndvorpe impact on the ability of 
U.S. companies to do business in the Middle East and might therefore 
limit the development of mutual confidence between the U.S. and Arab 
nations. In turn, it may reduce our ability to carry out constructive 
diplomatic efforts aimed at achieving lasting peace in the Middle 
East.

The Ko"h bill—as introduced on Anril 0.1075—differs significantly 
from S. 3084 in that it contains a section which would prohibit re 
fusals to do business with "a country friendly to the United States or 
national thereof pursuant to an agreement with, requirement of, or 
request from, or on behalf of, any other foreign country" for the pur 
pose of enforcing or implementing the boycott.

Because of this provision the bill is somewhat like the Bingham 
bill (H.tt. 4067) in the 'ikelv wonowiic i"incct if would have on 
overall U.S. interests in the Middle East. Both bills could seriously 
circumscribe business opportunities in Arab countries and are, there 
fore, strongly opposed by th* administration. Let me turn now to the 
refusal-to-deal provisions which are common to both the Stevenson 
and Koch proposals.

The refusal-to-deal sections of the Stevenson and Koch bills must 
be analyzed in the context of current antitrust enforcement practice. 
The refusal of an American firm to deal with another American firm 
in order to comply with a boycott by a foreign country raises serious 
questions under the U.S. antitrust laws
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THE BECK-TEL CASE

In January of this year, the Justice Department filed a civil anti 
trust suit charging the Bechtel Corp. with entry into and implemen 
tation of a conspiracy to boycott U.S. subcontractors and suppliers 
within the United States which are on the Arab boycott list, in viola 
tion of section 1 of the Sherman Act.

It charges an American firm and its agents with refusing to deal, 
will.in the United States, with boycotted persons residing in the 
TJnited States in connection with major construction projects. It also 
charges that firm with requiring those with whom it subcontracts to 
themselves boycott other persons in work performed for those 
project s,

We fully support the action of the Department of Justice. More 
generally, we believe that existing antitrust law is adequate to deal 
with such attempts to interfere with intercompany relationships in the 
United States, and that enforcement in this area is properly a function 
of the Department of Justice.

It has been suggested by some that the refusal to deal provisions are 
a codification, as it were, of existing antitrust principles as manifested 
in the Bechtel suit. In fact, they go beyond any application of anti 
trust to date and could create uncertainty among business firms as to 
their legal obligations.

IMPACT OF PROPOSED AXTIBOYCOTT PROPOSALS

These refusal to deal provisions would require the Department of 
Commerce to adopt regulations to prohibit domestic concerns and 
persons from "refusing to do business with any other domestic concern 
or person pursuant to an agreement with, requirement of, or a request 
from, or on behalf of, any foreign country" for the purpose of enforc 
ing the boycott against Israel.

The principal impact of this amendment would be on our ability to 
maintain ana increase our share of the expanding market for construc 
tion projects in the Middle East. It appears true that American firms 
involved in local projects in Arab countries may be prohibited under 
the Sherman Act from entering into agreements not to buy from, or 
use the services of, other U.S. companies. However, the Stevenson/ 
Koch proposals would prohibit so-called "refusals to deal" founded 
upon unilateral decisions relating to sourcing requirements, shipping 
on nonboycotted vessels or use of nonboycotted insurar ce companies, 
without there being an agreement or understanding between the 
parties.

For example if n U.S. firm doin? business in an Arab country were 
to order one k! *>d of truck rather than another, because it knows that 
the country will not permit the importation of the second true?:, that 
mi^Kt be viewed as a prohibited refusal to deal.

We are cr.joerned that the provisions on refusal to deal will impose 
jnusual and unaccustomed responsibilities on the Commerce Depart 
ment. Also, a large increase in p+aff and budget would be required to 
establish an anwratus for responsible investigation and enforcement, 
resources which have been, denied the Department for enforcement of
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other aspects of the law directly related to national security. The 
promise implied by the legislation will create expectations of vigorous 
"antitrust" enforcement by a Department whicn is not especiall well 
suited to the task. Allegations of prohibited refusals to deal would be 
many. Actual proof ot si ,h refusals would be difficult.

COMPELLING PUBLIC DISCLOSURE OF BOYCOTT REQUEST REPORTS

Finally, questions have been raised regarding the desirability of 
compelling public disclosure of boycott request reports. While it is 
difficult to assess the impact of such disclosure, it is possible that dis 
closure would have an adverse impact on the development of business 
relationships in the Middle East. For instance, one can speculate that 
disclosure would generate adverse domestic reaction that could most 
subs -it:ally affect firms manufacturing consumer goods and these 
pressu. 8. in turn, would deter Middle East business.

The administration shares congressional and public concern about 
the impact of the Arab boycott on the U.S. firms and citizens. Action 
to lessen this impact must, however, be designed to achieve realistic 
objectives and to avoid counterproductive reaction.

It ib the administration's judgment that even the Stevenson ap 
proach, including disclosure of ooycott reports and an overbroad 
prohibition on refusals to deal, could be counterproductive. As Assist 
ant Secretary of State Greenwald pointed out in his testimony before 
this committee, quiet and firm diplomatic efforts are yielding some 
success in modifying boycott procedures. These efforts offer the best 
chance for lessening the impact of the boycott through its constructive 
modification if not its elimination.

In summary, Mr. Chairman^ the administration believes that new 
legislation is unnecessary, untimely, and potentially counterproduc 
tive. The more stringent of the pending proposals would do great 
damage to pur economic and foreign policy interests in the Middle 
East- -and it is imperative for foreign policy and national security 
reasons that we continue to pursue these interests, including the estab 
lishment there of a lasting peace settlement.

That concludes my prepared statement, Mr. Chairman.
I have a somewhat longer complementary statement which I would 

like to have filed for the record.
Chairman MORGAN. Thank you, Mr. Secretary.
Your complete statement plus your inserts will be made a permanent 

part of the record.
[The prepared statement of Secretary of Commerce Elliot L. Rich 

ardson and comments of Domestic and International Business Admin 
istration. Department of Commerce on Final GAO Report entitled 
"The Government's Role in East-West Trade—Problems and Issues" 
follow:]
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PREPARED STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
COMMERCE

INTRODUCTION

It ^s a privilege to be the first Secretary of 

Commerce to appear before this Committee for the purpose 

of recommending that the Export Administration Act of 

1969 be further ex.ended and amended.

The Act is at once very broad — in the sweep of 

matters with which it deals — and also quite detailed. 

Encompassed within it are two basic subjects: controls 

on exports for reasons of national security, foreign 

policy/ and short supply; and the Government's response 

to the Arab boycott of Israel.

I should like to turn first to the question of 

export controls and, particularly, their relationship 

to the transfer of technology to the Communist nations. 

The Act as it is now formulated is designed to deal with 

the central dilemma of promotfhg ttio export of American 

products and technology, while at the same time restricting 

this flow to the extent needed to protect our national 

security. In providing its basic formulation of policy,
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the Act has served its purposes well. No fundamental 

change is required. It ia a reflection of the wisdom 

of the Congress that the Act is so worded as to enable 

the administrators needed latitude and flexibility to 

work within its framework.

The only change in the Act itself which the 

Administration recommends with respect to chese controls 

is an increase in the fines that can be imposed for 

violations. Our intention here is to provide a more 

forceful deterrent to potential violators of the Act. 

I am particularly interested in this, since my 

responsibility for the administration of this Act causes 

me not only to be interested in the promotion of American 

export*, but also in this limited way to be very interested 

in safeguarding our nation's security.

A chief focus in the exercise of security controls 

is on the flow of high technology and products to the 

Communist countries. The quantitative size of that flow 

ia not great. For example in 1974, the flow of American 

technology, as expressed in sties of manufactured goods 

to the USSR, amounted to three-tenths of one percent 

of the Soviet Union's GNP. Thus, our common concern 

and interest is determined less by the size of our
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technology trade, and more by it* content and the nature 

of our relationship with the Communist countries.

The history of this element of the Export Administration 

Act is in many respects a history of America's relations 

with the nations of Eastern and Central Europe, the 

Soviet- Union, the People's Republic of China, and other 

Communist nations. It reflects the evolution of thought 

by the Congress and Executive concerning the importance 

to the nation's economic health and well-being of a 

vigorous, many-faceted export program.

The Act has its roots in the 1949 export control 

law and the conflict embodied in the Cold War period. 

That period in our international relations reached a 

turning point in the late 1960's marked by a series of 

events reflecting a thaw in the Cold War including 

passage by the Congress of the Export Administration Act 

in 1969. It made it possible to consider not only the 

the need to continue to be vigilant, but also to decide 

?-.o compete vigorously in the promotion and sale of 

noriStrategic goods and services produced in this country 

by American workers.

We have positive reasons for wishing to encourage 

the development of a more mature commercial relationship 

with the Communist countries. But we still must walk
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a tightrope. We seek the larger goals which can be 

achieved through maturation of this relationship,

and we will do so without takina unnecessary risks or 

improving significantly the military potential 

of these countries.

I would like now to address briefly two specific 

areas in which the Committee has expressed^particular 

interest: the Defense Science Board Task Force Report; 

and the GAO Report on East-West trade. With regard to 

delays in the processing of license applications, a 

subject that deeply interests me, I am appending a 

statement that puts the problem into context and 

describes the steps that we are taking to improve our 

performance.

DEFENSE SCIENCE BOARD TASK FORCE REPORT

I would like to deal first with the "Report of the 

Defense Science Board Task Force on Export Control of 

U.S. Technology - A DOD perspective."

I concur in many of the findings and recommendations 

in the report respecting export controls: the nesd to
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establish simplified licensing criteria/ to strengthen 

CoCom controls, and to improve the effectiveness of 

controls by widening industry consultation and 

cooperation and by establishing better communications 

with the private sector, other U.S. government agencies 

and CoCom governments. These are elements of our current 

export control program. We are attentive to the need 

of applying them more effectively. We already utilize 

these insights contained in the report in our continuing 

discussions of export license applications with th« 

Department of Defense.

Some recommendations, such as that calling for a 

distinction to be drawn between revolutionary and evolu 

tionary technology when control decisions are made, are 

provocative of thought. Although these concepts are, 

in effect, recognized and applied in £ general way in 

current export control practice, their application in 

the specificity and breadth for which the Task Force 

seems to call requires further study.

In short, the report is quite interesting, but 

some further clarity is required before the full impact 

of its application can be properly evaluated. The
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Department of Defense is reviewing the report and we 

are engaged also in the interagency consideration of 

it. In any case, to the extent that the recomnendations 

of the report are adopted in whole or in part, no changes 

in the Export Administration ~~t are necessary, since 

the necessary discretionary authority is already embodied 

in the Act.

THE GAG STUDY

You also asked me to comment on the issues raised 

by the GAO Study, "The Government's Role in East-West 

Trade Problems and Issues". I shall limit my remarks, 

however, to a few of tha principal recommendations in 

the study that deal with the Department's administration 

of the Export Administration Act and include the full 

Department commentary as an attachment to my statement.

Certain of the recommendations have already been 

acted upon. These include the matter of providing 

additional personnel resources for the operation of the 

Office of Export Administration, an examination of 

licensing procedures with a view of updating them, and 

improvement in our system for screening license applications
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by adding to our computerized data bases. These points 

are detailed in the attached statement dealing with 

licensing delays.

The GAO study also recommended disbanding the 

Technical Data Division and requesting the East-West 

Foreign Trade Board to determine the most suitable 

agency for monitoring the licensing technology 

transfers. As I have mentioned, the Technical Data 

Division has been disbanded, and its licensing functions 

transferred to the commodity licensing divisions in 

the Office of Export Administration, where the technical 

expertise exists.

Many of the issues involved in licensing the 

export of a commodity also arise in connection with

licensing of the technology to manufacture the commodity.
i 

The already accomplished transfer of the technical data

review function to the licensing divisions will facilitate 

and enhance the technical assessments accorded each 

case by bringing together in one organizational unit 

the technical competence and expertise necessary 

to administer the complex regulations governing exports 

of technical data. To transfer responsibility to 

another agency would involve the establishment of
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a new bureaucracy, faced with the same questions 

and problems, but lacking the experience to deal 

with them.

There is a recommendation that a technical staff 

b« assigned to the Department's Operating Committee, 

a senior staff-level interagency group that meets 

regularly to consider the more difficult export license 

applications; to require its work program to conform 

to a predetermined time fraraa, and to employ majority, 

rather than unanimity rule, in arriving at its decision 

on these applications.

In my opinion, providing the Operating Committee 

with a technical staff is neither necessary nor 

feasible. It would require a sizeable staff to deal 

with the very wide range of problems with which the 

Operating Committee deals and would result in duplication 

of the technical staffs already assigned to the office 

of Export Administration and member agencies. These 

technicians now are available to the Operating Committee 

and do participate in their technical discussions.

The suggestions that the Operating Committee 

be required to abide by a predetermined time frame and 

to employ the majority rule concept in arriving at its
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decisions are based on misconceptions of the rol-i of 

the Operating Committee,

First, the group is not a decision-making body. 

It is a vehicle for securing information and advice 

on export control matters from ci*« Department's 

advisory agencies. The Committee's agency members 

have differing concerns .and bring differing views of 

issues to Committee deliberations. The majority advice 

might well fail to reflect adequately valid national 

security or foreign policy concerns. To oblige the 

Department to accept :he advice of the majority in 

these circumstances c:uld lead to unwise control decisions. 

Moreover, the Export Aiministration Act gives the 

Secretary of Defense authority to review license 

applications involving exports to the Communist countries 

and to recommend to the President disapproval of any 

application for the expert of goods or technology that he 

believes will significan .ly increase the military capability 

of such countries. Only the President can overrule him. 

The statute thus effectiv ily precludes decisions 

based on majority advice • f the objection of the Depart 

ment of Defense is in the unority.

Second ,_ with regard tc conforming the Operating

T4-TM O - T« - U
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Committee's work program to a predetermined time 

frame* this might also result in unwise control 

decisions. Our current efforts to speed up application 

processing in general will shorten the review cycle in 

that body. A much preferred goal is to provide the 

Committee with a more complete technical analysis at 

the outset of the Committee's deliberations with the 

consequent reduction in the number of technical dis 

agreements or questions that frequently arise and cause 

delays.

Lastly, the G.*n study recommended a study of the 

implications of abandoning postshipment safeguards 

in considering decisions to license exports. This is 

similar to one of the recommendations of the Defense 

Science Board Task Force Report.

We recognise that many exporters consider imposition 

of special conditions to be burdensome, and that the 

safeguards may be resented by the foreign customer. 

These safeguards, which in the case of exports to 

Communist countries are designed to militate against 

the use for strategic purposes of equipment licensed 

for peaceful use, do permit the approval of many of 

the "borderline" computers and other high technology
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i:.«n« that otherwise would have had to be denied. 

Cor experience ha* shown that exporters would prefer 

to have an approval, with safeguards, than have the 

transaction denied outright. The same would be true 

in the case of export* to Free World countries of producte 

that might be reexported or diverted. If we were to 

abandon reexport controls and safeguards and rely 

strictly on the initial licensing process, we would 

have to place much greater and unnecessary restrictions 

on U.S. exports.
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ARAB BOYCOTT OF XSRAEt

Mr. Chairman, pursuant to your request I would 

now like to discuss legislation currently pending 

before Congress to deal with the Arab boycott of 

Israel. Let me state at the outset that the Administration 

opposes additional legislation at this time (other 

than H.R. 11488, discussed below) as being both un 

timely and unnecessary and potentially counter 

productive. The Administration's opposition can best 

be understood against the backdrop of forceful action 

already taken by the Administration (i) to assure that 

the boycott is free of discrimination against U.S. 

citizens; (ii) to deal with secondary boycott practices 

which interfere with economic relations among domestic 

firms; and (iii) to see diplomatic modification of the 

more objectionable manifestations of the boycott. More 

over, we believe that the passage of legislation at this 

time might jeopardize our ability to continue to work 

effectively with Arab rations to achieve a just and 

permanent Mid-Bast peace — which is, after all, the 

only realistic means to end the Arab boycott of Israel.

The Administration strongly opposes, and has 

prohibited compliance with, boycott practices involving 

any discrimination against U.S. citizens. In point of 

fact, only a very few of the boycott requests that have 

been reported to the Comnerce Department involve religious 

or ethnic discrimination against American citizens or firms.
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During the period October 1, 1975 through March 

31, 1976, the Department received approximately 

14,200 boycott reports dealing with approximately 

29,700 transaction*. Of these 14,200 reports, 

six revealed boycott-related requests which would 

clearly discriminate against American citizens. Several 

hundred additional reports revealed requests that goods 

not be marked with the "Star of David." While the 

Department of Commerce has made a decision to treat 

such requests as discriminatory, diplomatic efforts 

to eliminate these requests have led to their virtual 

elimination. In addition, diplomatic efforts have 

accomplished the elimination of other discriminatory 

requer4-*. The evidence thus far supports the view 

that the boycott is symptomatic of the Mid-East conflict 

and that, in its current manifestations, it is not 

based on religious or ethnic criteria.

Other Administration witnesses nave detailed the 

serious and strong steps taken by the President and 

the Administration to show that we tolerate no 

discrimination. These steps include proposed legislation 

(H.R. 11/88) which would prohibit economic coercion to 

discriminate against U.S. citizens on the basis of race,
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color, religion, national origin or sax. I would 

like to review the specific actions taken by tne 

Commerce Department with respect to our enforcement 

practices generally.

o On December 1, 1975, the Department's 

Regulations were amended to prohibit 

compliance with any request in connexion 

with a foreign boycott which would result 

in discrimination against .U.S. citizens 

or firms on the basis of race, color, 

religion, sex or national origin.

o Also, on December 1, an amendment to 

the Regulations extended the reporting 

requirements to any person or firm other 

than the exporter handling any phase of the 

export transaction (such as banks, insurers, 

shipping companies, and freight forwarders).

o The Department instituted a massive 

publicity campaign to encourage U.S. 

exporters not to comply with boycott- 

related requests for information and to 

remind them of the reporting requirements 

under our Export Administration Regulations.
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o Coupled with this publicity campaign, 

all violations of the reporting require 

ments which have come to the Department's 

attention have been investigated, and as 

a result thereof, more than 200 firms 

have been warned and civil penalties have 

been imposed against several others.

o The reporting requirements were amended to 

require reporting firms to indicate whether 

or not they had complied, or intended to 

comply, with the reported boycott-related 

requests for information. Since 1965, the 

answer to that question in the Department's 

reporting form had remained optional, and 

had not been answered by most reporting

firms.
<*

o The Department has ceased dissemination of 

information on trade opportunities obtained 

from documents known to contain a restrictive 

trade practice or boycott against a country 

friendly to the United States.
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o On April 29 of this year, I announced that, 

henceforth, all letters setting forth 

charges against firms for alleged violations 

of the Export Administration Regulations 

related to the boycott would be made 

public.

Other Administration witnesses have spoken of 

the foreign policy implications of the boycott and I 

will not dwell on them at any length. The boycott must 

be recognized as a manifestation of continuing conflict 

between Israel and the Arab nations. We are firmly 

convinced that the boycott cannot be eliminated except 

in the broader context of a settlement of the dispute 

which gave rise to it and that good relations with all 

the countries in the area are critical to our ability 

to influence a peaceful settlement. Avoidance of renewed 

conflict in the Middle East must be a principal moral 

as well as political concern of our nation's diplomacy. 

The wisdom of any new boycott legislation, therefore, 

must be evaluated on the basis of its likely effect 

on our ability to help maintain peace.

Our ability to maintain peace can depend upon our 

economic as well as diplomatic role in the Mid-East 

since economic and diplomatic goals can be closely inter 

woven. The goodwill and confidence which we have
. % 

established with the Arab nations is based in large measure
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on our evolving commercial relationships and substantial 

economic connections. Thus, to a very large extent, 

our ability to assist negotiations to reduce tensions 

in the Middle East depends on our maintaining close, 

cooperative econcsio anrt political relations with all 

the countries involved. It is our view that some 

of the more extreme legislative initiatives, by making 

it difficult or impossible for U.S. concerns to do 

business in the Middle East, would jeopardize vital 

foreign policy and national security concerns.

I am especially concerned with bills which would 

prohibit firms from refusing to do business with Israel, 

in connection with boycott activities. Thus, for example, 

H.R. 4967 (introduced by Mr. Bingham) would prohibit 

the taking of any actions by domestic concerns which 

would have the effect of supporting the Arab boycott 

of Israel. Under this proposal, U.S. manufacturers 

would be prohibited from certifying that they do not 

have and do not intend to establish any branches or 

subsidiaries in Israel. This prohibition would apply 

whether or not the U C S. company had any realistic 

prospect of or genuine interest in such trade relations 

with Israel.

Certain amendments by Senator Ribicoff to the pending 

tax reform legislation (H.R. 10612) would deny the foreign tax
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credit and other tax benefits to American firms for income 
derived from countries which require compliance with the 

boycott. Depending on the effective tax rates involved, 
the cumulative tax costs of doing business in an Arab 

country might be prohibitive. In any case, the overall 
effect of the bill could be to reduce the attractiveness 

of investments in Arab countries.

These and other bills, including H.R. 12383 (intro 
duced by Ms. Holtzman) appear to us to be counterproductive 
in terns of weakening the Arab boycott, and harmful to the 
national interest in terms of maintaining a viable relation 
ship with all the countries of the Middle East. 

* * *

In addition to :he proposals discussed above, I would 
like to comment briefly on Title II of S. 3084, the so-called 
Stevenson bill which is now pending before the full Senate. 
On the House side, Congressman Koch has introduced a bill, 
H.R. 11463, which is sometimes referred to as companion 
legislation to S. 3084. On April 9, Congressman Koch 
introduced a second bill, H.R. 13151, which differs from the 
earlier bill in certain important respects.

These bills contain a number of requirements, some
»

of which are duplicative of existing legislation or regula 

tions. Tha principal new requirements are that domestic 

concerns would be prohibited from refusing to do business
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with other domestic concerns "pursuant to an agreement with,

requirement of, or a request from, or on behalf of, any

foreign country" in connection with the enforcement of the boycott;

and all boycott reports filed after enactment of the bill

would be available for public inspection and copying.

S. 3084 is the most moderate boycott related proposal 

currently pending before Congress. However, on close analysis, 

it appears that as currently drafted it might have an adverse 

impact on the ability of U.S. companies to do business in the 

Middle East and might therefore limit the development of mutual 

confidence between the U.S. and Arab nations. In turn, it may 

reduce our ability to carry out constructive diplomatic 

efforts aimed at achieving lasting peace in the Middle East.

The Koch Bill — as introduced on April 9, 1976 — 

differs significantly from S. 3084 in that it contains a section 

which would prohibit refusals to do business with "a country 

friendly to the United states or national thereof pursuant to 

an agreement with, requirement of, or request from, or on behalf 

of, any other foreign country" for the purpose of enforcing 

or implementing the boycott. Because of this provision the 

bill is somewhat like the Bingham bill (H.R. 4967) in the likely 

economic impact it would have on overall U.S. interests in 

the Middle East. Both bills could seriously circumscribe 

business opportunities in Arab countries and are, therefore, 

strongly opposed by the Administration. Let me turn now to 

the refusal to deal provisions which are common to both the 

Stevenson and Koch proposals.

The refusal to deal sections of the Stevenson and Koch 

bills must be analysed in the context of current antitrust
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enforcement practice. The refusal of an American firm 

to deal with another American firm in order to comply with 

a boycott by a foreign country raises serious questions 

under the U.S. antitrust laws. In January of this year, 

the Justice Department filed a civil antitrust suit charging 

the Bechtel Corporation with entry into and implementation 

of a conspiracy to boycott U.S. subcontractors and suppliers 

within the United States which are on the Arab boycott 

list, in violation of section 1 of the Sherman Act. It 

charges an American firm and its agents with refusing to 

deal, within the United States, with boycotted persons 

residing in the United States in connection with major 

construction projects. It also charges that firm with 

requiring those with whom it subcontracts to themselves 

boycott other persons in work performed for these projects.

We fully support the action of the Department of 

Justice. More generally, we believe that existing anti 

trust law is adequate to deal with such attempts to 

interfere with intercompany relationships in the United 

States, and that enforcement in this area 1* properly a 

function of the Department of Justice.

It has been suggested by some that the refusal to 

deal provisions are a codification, as it were, of existing 

antitrust principles as manifested in the Bechtel suit. 

In fact, they go beyond any application of antitrust to



293

date jnd could create uncertainty amonq business firms .js 

to their legal obligations.

These refusal to dual provisions would require the 

Department of Commerce to adopc ru'iulation:; to prohibit 

domestic concerns ,md persons from "re Tusiivj to do business 

with uny other domestic concern or person pursuant to .jn 

jqruement with, requirement of, or d request from, or on 

bclulf of, any foroiqn country" for the purpose of enforcing 

the boycott .iqainst Israel. The principal impactcf this 

amendment would be on our ability to maintain arid increase 

our share of the expanding market for construction pro 

jects in the Middle East. It appears true that American 

firms involved in local projects in Arab countries may be 

prohibited under the Sherman Act from entering into 

agreements not to buy from, or use the services of, other 

U.S. companies. However, the Stevenson/Koch proposals 

would prohibit so-called "refusals to deal" founded upon 

unilateral decisions relating to sourcing requirements, 

shipping on non-boycotted vessels or use of non-boycotted 

insurance companies, without there being an agreement or under 

standing between the parties. For example, if a U.S. firm 

doing business in an Arab country were to order one kind 

of truck rather than another, because it knows that the 

country will not permit the importation of the second truck, 

hat might, be viewed as a prohibited refusal to deal.
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We are concerned that the provisions on refusal to 

deal will impose unusual and unaccustomed responsibilities 

on the Commerce Department. Also, a large increase in 

staff and budget would be required to establish an appara 

tus for responsible investigation and enforcement, re 

sources which have bean denied the Department for enforce 

ment of other aspects of the law directly related to 

national security. The promise implied by the legislation 

will create expectations of vigorous "antitrust" enforcement 

by a Department which is not especially well suited to the 

task. Allegations of prohibited refusals to deal would be 

many. Actual proof of such refusals would be difficult.

Finally, questions have been raised regarding the

desirability of compelling public disclosure of boycott «»"V
request reports. While it is difficult to assess the 

impact of such disclosure, it is possible that disclosure 

would have an adverse impact on the development of busi 

ness relationships in the Middle East. For instance, one 

can speculate that disclosure would generate adverse 

domestic reaction that could most substantially affect 

firms manufacturing consumer goods and these pressures, 

in turn, would deter Middle East business.
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The Administration shares Congressional and 

public concerns about the impact of the Arab boycott on 

U.S. firms and citizens. Action to lessen this 

impact must, however, be designed to achieve realistic 

objectives and to avoid counterproductive reaction. It 

is the Administration's judgment that even the Stevenson 

approach, including disclosure of boycott reports and 

an overbroad prohibition on refusals to deal, could be 

counterproductive. As Assistant Secretary of state 

Greenwald pointed out in his testimony before this 

Committee, quiet and firm diplomatic efforts are yielding 

some success in modifying boycott procedures. These 

efforts offer the best chance for lessening the impact 

of the boycott through its constructive modification if 

not its elimination.

In summary, Mr. Chairman, the Administration believes 

that new legislation is unnecessary, untimely, and 

potentially counterproductive. The more stringent of the 

pending proposals would do great damage to our economic 

and foreign policy interests in the Middle East—and it is 

imperative for foreign policy and national security 

reasons that we continue to pursue these interests, 

including the establishment there of a lasting peace 

settlement.
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DELAYS IN PROCESSING LICENSE APPLICATIONS

In recent testimony before your International 

Trade Subcommittee, and in testimony before the Senate 

Subcommittee on International Finance, industry 

spokesmen charged that ex; ~rts to Communist countries 

are seriously hampered by such delays. There is no 

doubt that there have been inordinate delays in 

processing some export license applications. But let 

me put the issue into what I believe is the proper 

context. First, I would like to point out that approxi 

mately 90 percent by value of all exports to Communist 

countries are carried out without even any requirement 

for validated licenses. Commodities that are under 

specific license control include:

o Products judged to be strategic by the 

15 countries participating in the inter 

national (CoCoro) strategic control 

system, and a very small number of 

additional commodities considered by 

the Department and its advisory agencies 

t< be capable of contributing 

significantly to the design,
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manufacture, and utilization of 

military hardware.

o Petroleum and related products that are 

under control for short supply reasons.

o Certain commodities related to 

nuclear weapons and explosive 

devices, and crime control and de 

tection apparatus, that are controlled 

for foreign policy reasons.

Technical data related to the design, production 

or utilization of commodities are also under 

licensing control by Commerce to the extent that the 

data are not published or otherwise generally available 

to the public without restriction and are not basically 

scientific or educational in nature.

In 1975, the Office of Export Administration 

received 52,107 applications for validated licenses 

of which an estimated 90-95 percent were for the 

export of high technology products to all destinations. 

Approximately 5,000 of these applications were for 

exports to the Communist countries and as I noted earlier,

74-77J O - 7« - 20
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this represents only about 10 percent by value

of our exports to the Comnunist countries. A study

of all applications received during the first two

weeks of March 1976, indicates that 81 percent

were processed within 10 days; 94 percent within

30 days, and 96 percent within 60 days. The vast

majority of applications that required more than 30

days, in fact more than 20 days, to process were

for high technology products destined for Communist

countries. An earlier study, conducted in October

and November of last year, indicated that 35 percent

of Communist country applications were processed in

20 days, 54 percent in 60 days, and 77 percent in 90

days. Thus, the problem of delayed cases is focused

on a relatively small number of applications, in

contrast to total intake, representing high technology

commodities proposed for export to Communist destinations.

Each represents a potential exception to the CoCom

embargo of strategic products to these destinations

and, as such, a potential problem that can be very

time-consuming to resolve.
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When the Export Administration Act of 1969 

was extended in 1974, it was also amended to 

specify 90 days as the desired maximum processing 

period for goods subject to national security export 

controls. This is the objective of the Department. 

Delays may result because, in the initial technical 

analysis of an application, additional details or 

facts are nesded that are difficult to establish. 

Then the file is reviewed in light of the pre 

vailing policy. Also, in many instances, the Department 

is obligated to seek the advice of its advisory agencies, 

and policy issues may arise. Action, therefore, is 

delayed until these issues are resolved. There is often 

also the obligation to seek the views of our CoCom partners 

after we have determined that the application should be 

approved and satisfy concerns they express or answer 

questions they raise.

Nonetheless, th« Department has realized 

that improvements in processing time must be 

effected. The steps that have been, or are being
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taken, are described briefly below. Some have not 

been in effect long enough for their full benefits 

to be felt.

1. The Office of Export Administration 

has been authorized to hire additional 

personnel — technical and otherwise — 

to handle the analytical, documentary, 

and other tasks associated with the 

review of applications. Some recruit 

ment has already taken place, and 

an active search is underway to 

find additional personnel with the 

unique technical knowledge or experience 

needed for these tasks. The Depart 

ment' • Fiscal Year 1977 budget request 

included $5.5 million for the Office of 

Export Administration. This represented 

an increase of $618,000 over the current 

budget to permit the Office to continue 

its recruitment efforts. The money was 

to be reprogrammed from within Commerce
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by closing two developed market 

trade centers so that there would 

have been no net increase to the 

Department's budget request. The 

House Appropriations Committee not 

only did not approve the increase 

of $618,000 and 24 positions, but 

took acticm which would result in a 

base program reduction of $639,000 and 

29 positions. Thus, the amount recom 

mended by the Committee is $1,257,000 

and 53 positions below that requested 

for 1977. The Department, in its 

appearance before the State, Justice, 

the Judiciary and Related Agencies 

Subcommittee of the Senate Committee 

on Appropriations, has made a special 

appeal for full restoration of the entire 

amount of the cut, and the Department is 

giving this request the highest priority.
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2. Consultation with industry on a formal

basis is baing expanded to include advice, 

not only on technical matters/ but also on 

policy objectives. I have arranged for the 

President's Export Council to establish a 

Subcommittee on Export Administration which 

will focus on policy issues. Mr. John V. James 

of Dresser Industries is Chairman and X have 

invited 19 other representatives of computer, 

electronics, machine tool and other affected 

industries to become members. The Computer 

Systems Technical Advisory Committee, at a 

technical level, has an active subcommittee 

on licensing procedures that, among other 

things, is studying means to facilitate the 

presentation to the Department of technical 

details concerning proposed exports of 

computer systems to Communist destinations.

3. A task force of Departmental management

specialists has completed a detailed examination 

of the administrative structure of the Office 

of Export Administration. As a result, a 

number of organizational and procedural
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changes have been made to enhance

the efficiency of the office. For example,

the Scientific and Electronic Equipment

Division, which 'ad grown to an unwieldy

size, was split into two divisions, one for

computers and the other for electronics.

In addition, the Technical Data Division was

disbanded, and its licensing activities

integrated into the commodity licensing divisions

where the technical expertise exists to process

applications to export technical data.

4. An informal interagenjy working group, at 

the Deputy Assistant Secretary level, has 

been established to deal with policy issues 

that cannot be resolved at the senior staff 

level. This permits the more rapic? resclution 

of interagency differences.

5: Agreement has been reached with the Depart 

ment of Defense to reduce the number of export 

license applications that otherwise would 

have had to be referred to that agency for 

review, pursuant to Section 4(h) of the 

Export Administration Act of 1969, as amended.
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Of particular importance is a recent 

arrangement that eliminates referral to the 

Department of Defense of applications to 

export certain types of computers. This 

action has been noted favorably by the 

business community. Consultation is continuing 

with the objective of reducing still further 

the types and categories of referrals.

In February, the Office of Export Administration 

began a concentrated effort, irr/olving sub 

stantial overtime, to reduce the number of 

export license applications delayed over 30 

days. On January 22, 1976, there were 306 

applications in this category still either 

being reviewed or awaiting review in the licensing 

divisions. As of June 2 the 30-day backlog in 

these divisions had been reduced to 75 applications. 

In January, in the Office as a whole, there were 

789 applications in the 30-day or older category. 

As of June 2, this backlog has been reduced to 

516 applications.
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7. Arrangements have been made with the 

National Bureau of Standards to utilize 

tha services of its Institute for Computer 

Sciences in the review and analysis of 

computer export transactions that present 

special control policy problems and in 

the review of export controls over computers 

in general.

8. A computerized retrieval program has been 

installed to provide a readily accessible 

source of essential information concerning 

previously approved or denied applications 

to export computers and peripheral equipment 

to Communist destinations. This program 

is not yet in full operation, but it holds 

promise of making a significant contribution 

in reducing processing time.

9. A computerized program is in operation that has 

the capability of shov/ing the current processing 

status of each pending application. This perrdts 

the Office of Export Administration to identify 

all applications that are not being processed 

in a timely manner. A Special Assistant to
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the Director, Office of Export Administration, 

is assigned the task of monitoring the de 

layed applications and of keeping the 

Director advised of potential problems so that 

preventive action can be taken.

I have taken a taken a personal interest in the 

problems relating to processing delays and have been 

working with the Deputy Secretary of Defense and
!

Deputy Secretary of State in seeking means of expediting 

the interagency advice that the Office of Export 

Administration needs to process certain applications to 

export high technology products to the Communist 

destinations. I intend to continue giving a high 

priority to the task of eliminating processing delays —• 

which are costly to the export trade — without endangering 

in any way our important national security responsibilities.
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COMMENTS OP DOMESTIC AND INTERNATIONAL BUSINESS ADMINISTRATION, 
DEPARTMENT OP COMMERCE, ON FINAL GAO REPORT ENTITLED "THE GOV 
ERNMENTS ROLE IN EAST-WEST TRADE-PROBLEMS AND ISSUES," FEB 
RUARY 4, 1976 ,

1. Trade Promotion Program

RECOMMENDATIONSi The GAO make* two recommendations concerning 
the Commerce Department's East-West trade promotion program:

——Evaluate the appropriateness of executive level 
trade missions and improve the manner of selecting 
representative*.

——Evaluate the effectiveness of industry-organized 
Government-approved trade missions to Communist 
countries, (p. 14)

COMMENTt The Commerce Department's East-West trade promotion 
program was evaluated in preparation for and during an Economic- 
Commercial Officers Cdnference in February, 1975, in which 
Commerce and State officials and U.S. economic and commercial 
officers serving in Eastern Europe and the Soviet Union partici 
pated. This review identified certain problems and made several 
recommendations concerning the trade promotion program, including 
executive level and Industry-Organized Government-Approved (IOGA) 
trade missions. The promotion program of the Bureau of East-West 
Trade has been modified accordingly, and meets the recommendations 
of the GAO.

Executive Level Trade Missions. The Commerce Department has 
sponsored three executive level trade missions to Eastern Europe 
since 1969. U.S. economic relations with the three countries 
visited — Czechoslovakia, the U.S.S.R., and Hungary — had been 
minimal for many years and our exposure in these markets was 
very low. In these circumstances, the executive level trade 
missions were intended primarily to encourage the nascent trade 
relationship and spotlight the capabilities of U.S. industry. 
The high lev»l of both the government and the corporate repre 
sentatives on these missions stimulated the interest of high 
level officials of these countries in trading with the U.S. and 
brought to their attention the conditions which would be 
necessary for normalization of commercial relations.

Although these three missions were helpful in promoting. U.S. 
commercial interests, executive level trade missions are an 
effective type of promotion only under certain conditions. The 
last executive mission was held in May 1974. If any such missions 
are considered in the future, their appropriateness will be 
carefully reviewed, and the methods of selecting participants and 
promoting the events will be improved to diminish the likelihood 
or appearance of favoritism. No such missions, however, are 
currently contemplated.
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Industry-Organized Government-Approved (IOGA) Trade Missions. 
The Bureau of East-West Trade has /reduced the number of 101A 
trade missions and is scrutinizing closely the composition of 
proposed missions to determine if there is a potential market 
for participating firms and whether Government approval is 
warranted.

A distinction must be made between IOGA trade missions 
initiated by an industrial association, such as the National 
Tool Builders' Association! and those arranged by a state, 
municipal, or other commercial group. IOGA missions organized 
by industrial associations tend to resemble Commerce's special 
ized missions in structure and impact and can supplement 
effectively the Department's efforts. Missions organized by a 
State or municipal commercial entity, however, are more likely 
to be of the unstructured, loosely knit variety criticized by 
the GAO. The Department will, however, make every attempt to 
ensure that any industry-organized trade missions it approves 
will be suited to commercial purposes.
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2. Market Information

KKronMGNDATION£: Tho GAO recommends that the Commerce Department 
ii'i.l •i't,-il;ir Mi.' tnllojwin'j m»'.isut •.•;; lo di'Vo.'.op Lh'! co:im"ret ..11 infornvi- 
L'O.I n-'i-ii'-cl l>y American firms ir tlioir Lrjd-j with tho nomvjrkut 
economy countries:

—-Press the Communist countries for information on import 
needs and hard currency allocations foi these imports.

——Devote efforts necessary to fulfill Commerce's realizable 
potential in developing market research data. (p. 14)

COMMENT; The Commerce Department agrees that such information 
is necessary and will continue and improve its efforts to obtain 
this information both directly from the countries concerned and 
through its own market research efforts.

Direct Request. The Department of Commerce has on various 
occasions sought to obtain information from these countries on 
their import needs and hard currency allocations and also has 
sought to institutionalize procedures for receiving such infor 
mation on a regular basis. Some information of this kind has 
been received from some countries, and we will continue to 
press for it as appropriate.

It should be noted that our access to information about the 
import needs and hard currency allocations of these countries 
increases in relation to the improvement and normalization in 
our bilateral commercial relations. The countries about which 
we are able to obtain the most commercially valuable information 
— Poland and Romania -- arc precisely those with which we have 
nondiscriminatory trade relations. Until our commercial relations 
with the other nonmarket economy countries are placed on a 
nondiscriminatory basis, we are not in a very strong position to 
press them for such information.

Efforts nevertheless have been made to increase the flow 
of information from all socialist countries. Under the joint 
commercial commissions which our government has with the U.S.S.R., 
Poland, and Romania, we have requested pertinent market development 
information. In the case of the Soviet Union, we have received 
specifications on certain major projects, which were useful to 
American firms and trade associations in evaluating Soviet 
import prospects. Under the information exchange program, 
established under the aegis of the long-tern economic coopera 
tion agreement, the Soviets have provided us with various 
economic data from which we have been able to derive more specific 
knowledge about Soviet import plans and needs. Poland, at the last
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session of our joint commercial commission, provided a list of 
projects in eight major industrial sectors which offered good
prospects for American input. The Romanians similarly are 
responding through the economic commission to our requests for 
more trade-related information.

In agricultural trade, which constitutes a significant 
proportion of our exports to this area, U.S.D.A.,has reached 
understandings with the U.S.S.R., Poland, and Romania, both as 
to import needs and exchange of information. The mechanisms of 
exchanges of information are the U.S.-U.S.S.R. Working Group on 
Agricultural Economic Research and Information under the U.S.- 
U.S.S.R. Joint Committee on Agricultural Cooperation and the 
American-Polish Trade Commission and the American-Romanian 
Economic commission. In addition, our grain sales agreement 
with the Soviet Union provides for minimum imports on their 
part of 6 million tons of U.S. grain annually, while our informal 
understanding with Poland indicates that it intends to purchase 
between two and three million tons per year.

Information on import needs in the form of trade opportunities 
also is bought and frequently received by our trade centers and 
embassies in these countries. The Commerce Department, through 
the Bureau of East-West Trade and various departmental programs, 
conveys these trade opportunities to American firms. We will 
continue to solicit information concerning specific trade 
opportunities and encourage their submission with sufficient 
information and lead time to enable American firms to bid 
competitively.

Information concerning hard currency allocations is generally 
less available than information on import needs. It is 
possible, nevertheless, to receive in some instances direct 
information concerning hard currency allocations, especially 
concerning priority areas or projects. In many instances it is 
possible to ascertain whether hard currency is available for 
Western purchases or whether these ran be undertaken only under 
counterpurchase or offset arrangements. The entrance of these 
countries into Western money markets, promises to increase the 
amount of financial information they release about themselves. 
The Commerce Department will seek vigorously, through direct 
contacts, joint commission meetings, and trade promotion 
activities to obtain from these countries the information 
necessary to support American commercial interests.
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Market: Research. Racognizing the importance of neaningf 1 
market research ddta, ths Departnent's Bureau ot" E^st-West 
Trade recently reassessed and concentrated its market research 
efforts in a Market Assessment Staff, established in the Office 
of East-West Trade Development for the specific purpose of 
identifying U.S. trade potentials in each country. A nucleus 
of market research analysts, most of whom are multilingual and 
some of whom have years of experience in collecting and analyzing 
economic statistics on non-market economies, is already pursuing 
these objectives. This staff will provide the necessary
analytical backoround for U.S. oartieioation in trade fairs and 
technical sale* seminars. In addition, to the extent that its 
resources permit, the staff will develop comprehensive market 
surveys for each country. These will serve as the bases for 
establishing our export potentials and priorities.
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The Secretary of Co-imerce should advise U.S. 
i.-vjfcrcers ti;at tho Soviets have ayrsad to noke credits avail 
able to them. (p. 25)

COMMENT: The Commerce Department publicized the availability 
of Soviet credits to U.S. importers following the 1972 credit 
agreement between the U.S. and the U.S.S.R., and continues to 
so advise U.S. companies. We have knowledge of some specific 
instances in which credits have been extended by the U.S.S.R. 
to American importers, and we are seeking fuller information 
about their amount:? and terns.

In discussions with U.S. importers, Department officers 
inq 'ire how transactions a^e financed and if the Soviets cf fer 
to a 'range financing and on what terms. The Soviets have 
provided U.S. distributors of Soviet tractors standard financing 
in ty. 'i form of "floor planning." The Soviets offered to finance 
their sales of hydrofoils, bat the U.S. importer did not discuss 
the terms of the financing because he preferred to use his own 
sources of funds. We will continue to seek information on Soviet 
financing and also will continue to discuss this with appropriate 
Soviet officials.
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4. PEA Personnel and Operation.

R2Cf)M'-ia»D.vr CO'!: Provide .idditional personnel resources for :ir>-l 
improve tho operation of the Office of Export Aciri nistrat ion. 
(p. 40)

COMMENT: This is being done. The Department has made 22 
additional positions available to the Office of Export Admini 
stration (OEA). Most of these positions will be utilized to 
improve processing time within OEA. Thirteen positions, mostly 
technicians, are scheduled for the licensing divisions for the 
purpose of expediting initial review of the cases and 
documentation and analysis necessary for interagency review. 
Two positions are being assigned to the Policy Planning Division 
for the purpose of expediting the review of cases received 
from the licensing divisions, as well as referred formally or 
informally to other agencies for their advice and guidance. 
The remaining 7 positions are to support an expanding short 
supply program that would otherwise have to drain personnel 
resources from the security licensing areas of OEA.

We have been studying the structure and operation of OEA 
and have reorganized it to he more responsive to our objectives 
of reducing the time span required to process cases without 
reducing the quality of the licensing judgments. For example, 
the Technical Data Division has been abolished and its licensing 
responsibilities transferred to the co.Tmodity licensing divisions. 
Since technical data is so directly related to the commodity 
analysis necessary to assess the strategic nature, concerns, 
and disposition of the technology, the technicians in the 
various licensing divisions are more technically competent to 
handle these cases. In addition, because of the constant heavy 
workload in the Scientific and Electronic Equipment Division, 
we have abolished this division and created two new ones - the 
Computer Division and the Electronic Equipment Division.

A review of data and statistical requirements is underway, 
so that we can bettor assess data processing needs of the Office 
for reporting and management purposes.

74-772 O ~ H - tl
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i . Uaspor.sibil: try for Licensing Technology Export:..

RECOMMENDATION; Remove responsibility • for monitoring and 
licensing technology transfers from the Office by disbanding 
the Technical Data Division and requesting the East-West 
Foreign Trade Board to determine the most suitable agency 
for handling this function.' (p. 40)

COMMENT; As noted above, we have disbanded our Technical 
Data Division, but we cannot support the recommendation that 
the mohitoring and licensing of technology be transferred to 
another agency. Many of the issues involved in licensing the 
export of a commodity also arise in connection with licensing 
of the technology to manufacture the commodity. In fact, 
prospective technology transfers frequently go hand in hand 
with prospective commodity exports and must be considered 
together. It requires technical examination <ind competence 
to assess technology proposed for export in terms of its 
strategic significance; to judge the potential of apparently 
non-strategic technology for contributing to the production 
of a related strategic product; and to evaluate the extent to 
which transfer of the technology would frustrate or negai.u 
the control over a strategic product. These factors, in 
addition to the normal military, political, economic factors, 
are basic to the review of any technology application. The 
transfer of the technical data review function to the licensing 
divisions will facilitate and enhance the technical assessments 
accorded each case by bringing together in one organizational 
unit the technical competence and expertise necessary to 
administer the complex regulations governing exports of 
technical data. Moreover, the time span for processing such 
cases will likely be improved.

To transfer responsibility to another agency would involve 
the establishment of a new bureaucracy, faced with the same 
questions and problems, and lacking the experience to deal 
with them.
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__of "••'".'•''. 

RECOMMENDATIONS ;

---Upgrade the Advisory Committee on Export Policy's
Operating Committee by elevating its role in OEA with 
an expanded technical staff and require its work program 
to conform to COCOM approval time frames and employ 
majority rather than unanimity rule decision making. 
(p. 40)

---Reexamine licensing procedures and ACEP procedures to 
facilitate review of exception cases within COCOM time 
frames. (p. 50)

COMMENT: These two recommendations are related and will be 
treated jointly.

Elevating the role of the Operating Committee (OC) in OEA 
with an expanded technical staff is neither necessary nor 
feasible. The range of technical natters discussed in con 
nection with matters considered in the OC is very wide. To 
provide an independent OC technical staff to deal with these 
problems would require a sizeable number of technicians and would 
result in a duplication of the OEA technical staff. OEA 
technicians, as well as technicians from other agencies, are 
available and, as necessary, do participate in OC technical 
discussions. Critical technical issues are often examined 
and resolved by technical task groups involving all interested 
agency technicians prior to submission of the issue to the OC. 
The OC should continue to rely on this technique.

With regard to conforming the OC's work program to COCOM 
approval time frames, current efforts to speed-up application 
processing in general will also shorten the OC review cycle. 
The expansion of the OEA technical staff that is underway 
will have a beneficial effect on OC review time frames by 
providing a more complete technical analysis at the outset of 
the Committee's deliberations with a consequent reduction in 
the number of technical disagreements or questions that 
frequently arise and cause delays.

GAO's suggestion that majority rule be employed in the 
Operating Committee (OC) is based on a misconception of the 
role1 of the OC. It is not a decision-making body. It is a 
vehicle for securing information and advice on export control 
matters from the Department's advisory agencies. The Committee's 
ayency members have differing concerns and bring differing views 
of issues to Committee deliberations. The majority advice might
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well fail to reflect adequately valid national security or 
foreign policy concerns. To oblige the Department to accept 
the advice of the majority in these circumstances could lead 
to unwise control decisions. Moreover, the Export Administra 
tion Act gives the Secretary of Defense authority to review 
license applications involving exports to the Communist 
countries and to recommend to the President disapproval of 
any application for the export of goods or technology which ' 
he believes will significantly increase the military capability 
of such countries. Only the President can overrule him. The 
statute thus effectively precludes decisions based on majority 
advice if the objection of the Department of Defense is in the 
minority.
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7 . Publication of Export Licenses

u • u'JiSHpATIOMi Require that public lists or some suitable 
(Tisolosure be made of validated export licenses granted by 
OL'A, including commodity designations, size parameters, and 
count ty of destination. (p. 40)

COMMENT- Each day, a liet of validated export license applica 
tions approved the previous working day is published. This 
list provides a general commodity description, the value, and 
the country of ultimate destination for each item licensed. To 
provide more specific information would in many cases result in 
revealing the identities of the exporters and the exact 
commodity or technical data they are exporting. Such disclosure 
would be contrary to the provisions of Section 7(c) of the 
Export Administration Act of 1969, as amended, which provides 
that information obtained from exporters pursuant to that Act, 
which is deemed confidential or with reference to which a 
j'-.j'iest for confidential treatment is made by the person 
furnishing the information, cannot be disclosed unless the 
Secretary of Commerce determines that the withholding of the 
information is contrary to the national interest. We believe 
that such confidential treatment is important to assure that 
business proprietary information is not disclosed to competitors, 
hero and abroad. Furthermore, it allows this Department to 
continue to receive the cooperation of the export community in 
providing us with information necessary to the effective 
administration of our statutory responsibilities under the 
Export Administration Act of 1969, as amended.

In addition to review of the daily list, prospective exporters 
can secure a good indication of licensing prospects through 
examination of the Export Administration Regulations and 
commodity interpretations, informed discussion with OEA 
administrators and technicians, and the receipt of non-binding 
advisory opinions from OEA.
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6. • Computerized Data Base.v ——•—————.——————
RECOMMENDATION 8 Improve the system for screening licensing 
applications by adding additional computerized data bases.. 
(p. 40)

COMMENT: The Office of Export Administration now has opera 
tional an extensive computerized data base giving details of 
previous licenses issued for export of computer equipment to 
the communist countries. The data base contains characteris 
tics and performance parameters of computers installed in 
communist countries, -and this is used in the licensing of 
computer peripherals to these countries. It eliminates the 
need for extensive manual information files or cross referencing 
indexes. This system permits rapid retrieval of the informa 
tion needed to assess the impact of permitting exports of 
additional computer equipment.

A second system known as the license accounting and 
reporting system (LARS) maintains a list of export licenses 
which are undergoing review by Commerce or other agencies and 
a second data set of license files designating cases returned 
without action, approved, or denied. This data base of action 
cases serves as a means of identifying the current status of 
any particular application, as well as a management tool in 
identifying the total volume of cases under review and the 
stage of each in the processing cycle. The base of completed 
cases serves as a tool in identifying applications acted upon 
within a particular commodity classification or group, or for 
a particular applicant or destination, and can be utilized as 
a tool to facilitate the analysis of an application where 
previous licensing history may be an important factor.

The Department is considering th« automation of thn screening 
of incoming applications for known or suspected diverters of 
U.S. goods. One difficulty encountered is that the present 
equipment is not sufficiently flexible to recognize similar or 
misspelled names. Keeping an automated data base current at 
all times constitutes another problem. It is not clear that 
the cost of automating this phase of the program would be 
justified in terms of improved results.

As opportunities for effectively automating other aspects 
of the license application review process present themselves, 
they will be given serious consideration.
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9. Overseas Export Control Verification.

RiCOMHE.'.'DATICW: 0£A is directed to c:r<--ite <jn 'j/jrsc-as export 
control verification and enforcement capability, (p. 50)

COMMENT; The recommendation does not give adequate attention to 
the assistance now being rendered abroad by the Foreign Service 
of the United States. Heavy reliance is placed on the 
Foreign Service to assist in detection and investigation of 
suspected or known violations. Foreign service officers 
examine records of importers, review manifests, conduct 
preshipment and postshipment checks of transactions, derive 
and report information from*contacts with local sources, 
interview suspected parties, and perform a host of informational 
and support activities for the export control program. This, 
of course, is supplemented by information supplied to OEA 
compliance officials by intelligence sources and by U.S. firms 
with contacts overseas.

Under unusual circumstances an investigation of a serious 
violation will entail the visit of a U.S.-based OEA compliance 
officer to a foreign post for the purpose of conducting an 
extensive investigation with full cooperation from the Foreign 
Service and at times the foreign government. Whether the needs 
of the export control compliance program call for OEA compliance 
personnel to be stationed abroad as opposed to travelling teams 
of U.S.-based personnel is not clear at present. The matter is 
under review. Other governments may consider our compliance 
presence extremely unwelcome.
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10. Postshipment Safeguards.

RECOMMENDATION: Undartak-2 a study o<" export control in>plica- 
tions of abandoning postshipment safeguards in considering 
decisions to license exports. (p. 50)

COMMENT; He recognize that many exporters consider imposition 
of special conditions to be burdensome, and that the safeguards 
may be resented by the foreign customer. However, without 
postshipment safeguards many of the "borderline" computers 
and other selective high technology items now approved with 
safeguards could no longer be given favorable consideration. 
The same would be true in the case- of exports to free-world 
countries of products that might be reexported or diverted. 
If we were to abandon reexport controls and safeguards and 
rely strictly on the initial licensing process, we would have to 
place much greater restrictions on U.S. exports.

Our experience has shown that exporters would prefer to 
have an approval, with safeguards, than have the transaction 
denied outright.
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11. PEA Discretion in COCOM Exception Cases

ru:CO'-L".£:iDVriOr:; OSA discretion be expanded in issuing 
validated export licenses for commodities covered by COCOM 
administrative exception categories without requiring 
i'nteragency review. (p. 50)

COMMENT: OEA currently has authority to process, without 
interagency review, most export license applications subject 
to COCOM administrative exception. Furthermore, this authority 
is now being expanded through cooperation with the other federal 
agencies involved in the export control process in general, and 
through cooperation with the Department of Defense in particular. 
Section 4(h) of the Export Administration Act of 1969, as 
amended, provides the Secretary of Defense with the opportunity 
to review all applications for the export of goods and technology 
to the Communist countries in order to determine whether such 
export will significantly increase the military capabilities of 
such countries. However, the statute allows the Secretary of 
Defense in consultation with the export control office, to 
determine those types and categories of commodities the export 
applications for which must be reviewed by him, leaving the 
others to be processed in accordance with established guidelines 
but without review by the Department of Defense. Recently, the 
Secretary of Defense reduced the list of computers and other 
items, applications for the export of which must be reviewed by 
him, thereby providing OEA with greater discretion in decisions 
on such applications. However, this listing does not conform to 
the COCOM definitions and therefore certain commodities not 
requiring referral to COCOM may nonetheless have to continue to 
be submitted to DOD for review.
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12. Unilateral COCOM Actions
«

RFCO_'lM£NJIwr_ro/i: .\<:~.P bo dii^ctud to prepare jn : ntor'Jop=ir rental 
p"ITinp.in"-}~Jo^'Jr.or t '-n the relations!) Lp o~ pccwjnt U.S. fjclir.oloqy 
transfers to unilateral actions contrary to COCOM export controls 
and on the range of related possible U.S. responses to COCOM- 
country threats of unilateral action. (p. 50)

COMMENT; The issue of unilateral deviations from COCOM guide- 
lines by participating countries is raised frequently by U.S. 
exporters, but infrequently substantiated. Without specific 
evidence it is not possible to verify the alleged violation 
of COCOM understandings or to initiate intergovernmental 
discussions on the matter.

It should be borne in mind that COCOM ie a voluntary 
organization which, as its name indicates, coordinates the 
policies of independent governments. Actions in COCOM are in 
effect recommendations to member governments/ and actions by 
COCOM become effective only as they are carried out by member 
governments through their individual export control programs 
under their own national laws and regulations. A basic rule of 
COCOM from the outset has been that there must be unanimous 
agreement on all COCOM final recommendations. A COCOM decision 
therefore means in effect that each member country has decided 
under its own laws and policies to embargo an identical list of 
items. There is no legal obligation to embargo the items, and 
no surrender of sovereignty.

In the case of actions on exceptions cases, while the rule of 
unanimity applies, there is not in reality a "veto" power. In 
the case of exceptions, the action of COCOM constitutes a 
recommendation to the exporting government. Although governments 
normally follow such recommendations, they do not invariably do 
so, if thsy feel deeply that their national interests require 
other action. In the 25 years of COCOM's existence, there have 
been relatively few exports made contrary to COCOM recommendations 
or understandings. The involvement of U.S. technology in these 
transactions has been slight or nonexistent. Where deviations 
have occurred and are demonstrated, the U.S. engages in bilateral 
discussions with the government concerned or in a general review 
within COCOM itself to determine whether or not the transaction 
did indeed violate COCOM understandings and to take steps to 
prevent a reoccurrence or to reach an agreement respecting the 
treatment of future transactions. Such a COCOM review may lead 
to discussions relating to the decontrol of the item, favorable 
review of exception requests, or conversely, e Lightening up 
which would prevent further slippage.
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13. BEWT Operations

R£ COMMS N DAT ION S: Tile GAO makes several recommendations for 
improving the operations and analytic capabilities of the 
Bureau of East-West Trade:

The Secretary of Commerce should require that the 
Bureau of Zast-Weat Trade's:

——Leadership improve coordination among its offices 
and, in particular, insure full and ready access 
to information in the Office of Trade Development 
Assistance.

—-Office of Trade Policy and Analysis upgrade the 
number and quality of its personnel and have more 
explicit and coherent direction from office and 
bureau levels. As its analytic capability improves, 
the Office should reduce its dependence on external 
consultants.

——Staff work for the East-West Foreign Trade Board and 
working group be centered in an improved Office of 
East-West Trade Policy and Analysis. (p. 63)

COMMENT: The reorganization of the Bureau of East-West 
Trade TSEWTJ, which was officially instituted in November 1975, 
was designed to define more clearly functional responsibilities 
among offices, improve inter-office coordination, and strengthen 
analytic capabilities.

As part of this reorganization, the Office of East-West 
Trade Analysis was replaced by the Office of East-West Policy 
and Planning, which was given clearly defined responsibilities 
for policy research and analysis and for planning of the 
Bureau's program. Reassignment of staff members within the 
Bureau and hiring of new personnel has been carried out to give 
this office the number and quality of staff necessary to perform 
its functions. Coordination and staff work for the Department's 
participation in the East-West Foreign Trade Board and working 
group h&'.-s been centered in this office, which, moreover, can 
draw upon the resources of the entire Bureau in support of Board- 
related activities.

The Office has reduced its contracting of external 
consultants and research, but believes that selective use of 
outside resources can effectively augment in-house efforts, 
thereby contributing to the overall efficiency of our operations.

We believe that these organizational and personnel changes, 
together with ongoing efforts to increase coordination and 
directions, respond to the intent of the GAO recommendations 
in this area.



324

14. Monitoring System Requiring Prior Notification

< ftfcCQyjiEN'SATIp?t: The Sccretar i.^3 of State, Treasury, Cirrr.erce, 
and D'-fense should use the authority in the Trade Ace, or 
should request new authority if necessary, to establish a 
monitoring system requiring prior notification of all 
technology protocols with the Soviet Union and Eastern Europe 
and of normal commercial transactions exceeding a certain 
amount. Data provided should include specific contract terms 
and, on an anonymous basis, contract prices, costs, and 
financing techniques and amounts, (p. 63)

COMMENT! It is our judgment that protection of the national 
interest and support for U.S. commercial interests can be 
accomplished without the additional extensive reporting and 
disclosure requirements recommended by the GAO, and that such 
monitoring, in fact, may frustrate achievement of these ends.

Technology protocols are general statements of intent to 
cooperate in certain specified fields. They do not in 
themselves constitute transfers of technology. Furthermore, 
any technology of strategic value which was to be transferred 
under the protocol, or more likely under a subsequently 
negotiated contract, would be subject to the existing export 
licensing procedures. Information in support of an application 
for an export license must include the nature, value, consignee, 
end-user, and end-use of the goods, technology, or data to be 
transferred. Even in the absence of a prior notification 
requirement, over half of the technology protocols entered 
into between U.S. companies and Soviet entities were provided 
to the Bureau of East-West Trade by th companies.

A prior notification requirement <Eor technology protocols 
would complicate commercial negotiat' PS might require 
disclosure of commercially sensitive information, and would 
increase administrative costs for both companies and the 
government. Yet, such a requirement would not significantly 
enhance the government's ability to prevent unauthorized 
transfers of technology, assure adequstc returns for 
technology, protect national security, or secure other 
national or commercial interests.
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With respect to normal commercial transactions, the 
Department oelieves that prior notification is neither 
nr-r-oia:iry -ior dorj i rablc- . Connid^rable information is already 
nvi'i .v,v: i lablo Lo r.Jv 'j-r/^rnrr'Tit i- L r.;Jv jr:-.:o of V'- t:or,c lu; i or. 
of contracts, especially concerning major transactions. it 
Eximbank financing or credit guarantees are involved, very 
detailed and complete information on the transaction is 
required. Many transactions involve an application for a 
validated export license with the necessary supporting infor 
mation. In addition, considerable information is provided 
voluntarily by companies seeking advice and assistance in 
their business ventures. U.S. firms contemplating r.iajor 
transactions are usually in touch with the Bureau of East- 
West Trade and other Washington-agencies as well as with 
commercial officers at U.S. Embassies.

There is a high correlation between the flow to 
government of information on commercial negotiations and 
transactions and industry's perceptions of the availability 
and quality of support they are likely to receive. This 
Suggests chat the government has been better advised to 
focus its efforts on trade assistance rather than on 
mandatory prior notification requirements.

Information for the sake of information is expensive 
and burdensome for both the reporter and the recipient. 
Business is already heavily burdened with reporting 
requirements, while the government has considerable infor 
mation available to it under present procedures. In 
instituting new reporting requirements for either technology 
protocols or normal commercial transactions, we would cause 
increased bureaucratic regulation without any assurance of 
commensurate returns in either national security or 
commercial benefits.
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15. Development of Easily Retrievable Information System

RCCO>MENDATIOM: Th«_- Sec-rotary nf Cor^^rcc should r': |':i re t',1 
Bureau ot 'Uast-West 'i'rade's Office; of Trade Development 
Assistance to use existing data and data resulting from the 
new monitoring system to develop an easily retrievable 
information system. The Office should also more actively 
solicit information from U.S. firms on the impediments they 
face in the Soviet market. (p. 63)

COMMENT: The Office of East-West Trade Development is developing 
a system by which the vast amount of information already 
available could be more readily retrieved. Additional 
information will be sought and new information will be added. 
The information system will include, to the extent possible, 
specific contract terms and contract prices, costs, and 
financing techniques and amounts, ind obstacles or barriers 
American firms encounter in their effort to establish or 
expand their position in socialist markets. American firms 
have not been reticent i i advising us of impediments they have 
encountered in the Soviet and other socialist markets, but we 
will continue to actively solicit this information.
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16. Managing Bilateral Talks and Diplomatic Missions

UECOa''lS;iDATIOM: Th'j Secretaries of State, Treasury and 
Commerce should insure that the conclusions emerging from the 
interagency study and the continuous analytic efforts recommended 
above form the bases for the U.S. posit.'on in Joint U.S.-U.S.S.R. 
Commercial Commissions and other bilateral negotiations and 
discussions. Diplomatic missions by individual department 
representatives should be•fully coordinated through the 
East-West Foreign Trade Board and should reinforce previous 
U.S. Government positions. (pp. 63-4)

COMMENT: Bilateral negotiations with the nonrr.arket economy 
countries, either under the aegif of commercial commissions 
or other diplomatic missions, ate normally preceded by extensive 
preparations and interagency consultations.

In the case of joint commissions, these preparations are 
coordinated by the Bureau's Joint Commercial Commission staff 
and overseen by the Working Group of the East-West Foreign 
Trade Board. Agendas for commission meetings are developed on 
the basis of proposals submitted by various agencies and 
previously identified commitments. Positions on particular 
issues are then developed by the agencies having primary 
responsibility. Proposals for agendas and positions are based 
on the knowledge and experience of agency and foreign service 
personnel and on the conclusions emerging from analytic efforts. 
Review by the East-West Foreign Trade Board Working Group of 
agenda and position proposals and the interagency clearance 
process assure that U.S. positions are properly evaluated and 
coordinated.

Diplomatic missions by officials of the Commerce Department 
will continue to be coordinated through the East-West Foreign 
Trade Board.
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17. Focus of• U.S.-Soviet Bilateral Talks

RECOMMENDATION: Bilateral discussions between the United 
States and the Soviet Union should focus more on Soviet buying 
behavior in commodity and industrial markets and less on 
issues related to market access. (p. 64)

COMMENT: While Soviet buying practices should be, and indeed 
have been, the subject of bilateral discussions, their 
precedence over market access issues, in our opinion, is not 
warranted, especially as concerns industrial markets. Without 
access to the Soviet market, American firms are unlikely to 
encounter Soviet buying practices. Further, some of the 
problems experienced in this area may be related to the 
extended lack of American access to the Soviet market and the 
relative newness and incompleteness of such access. Our 
past consultations with U.S. firms indicated that market 
access was an area of particular concern in which efforts by 
the U.S. Government would be welcomed. We believe that both 
sets of issues warrant attention and that the relative emphasis 
given these and other issues should depend on the acuity of 
the problems and possibilities for progress.
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18. Credit Harmonization

RECOMMENDATION: The Secretaries of State, Treasury, and 
Commerce and the President of Eximbank should pursue ~redit 
harmonization as a long-terra feature of U.S. export creo.it 
policy rather than as a temporary expedient to use or avoid 
depending on short-term bilateral commercial calculations, 
(p. 64)

COMMENT: Commerce supports the pursuit of multilateral 
arrangements on export credits which would reduce the 
concessional element in official export financing.

74-772 O - 78 - U



330

19. Pursuit of Proposals for Cooperation Anong Enterprises

RECO.'-^EUDATION: The Secretaries of State, Treasury, arid 
Commerce should pursue proposals for cooperation among 
enterprises interested in exporting to the Soviet market. 
<p. 65)

'COMMENT: Cooperation among U.S. and foreign enterprises 
interested in exporting to the Soviet Union currently does 
take place in a variety of ways.

Information about the Soviet trading system and business 
practices is exchanged among private companies through inter 
national seminars, through publications on East-West trade, 
and through informal contacts among area market managers 
representing various companies. Cooperation among American 
'firms interested in trading with the Soviet Union led to the 
formation of the U.S.-U.S.S.R. Trade and Economic Council 
through which information is exchanged among members and joint 
efforts are made to obtain information and discuss Soviet 
commercial practices with leading Soviet foreign trade and 
economic officials. Cooperative efforts of American companies 
are supported and facilitated, as appropriate, by the Bure -i 
of East-West Trade and the U.S. Commercial Office in Moscow.

Self-restraint by companies apprehensive of violating 
U.S. antitrust laws may act to curtail somewhat the scope of 
cooperation among companies dealing with the Soviet Union. 
While cooperation in such areas as exchange of information, 
joint buying, joint selling, or international licensing 
requires observance of certain precautions on the part of 
participating companies, such cooperation is not necessarily 
prevented by U.S. antitrust laws. Greater awareness of the 
cooperation permissible within the scope of the antitrust 
laws and of the availability of the Justice Department's 
Business Review Procedures should encourage increased 
cooperation among enterprises.

On the governmental level, regular discussions of 
Soviet business practices and economic conditions are held 
in the Economic Commission of NATO. Information exchanged 
in this fashion enables the individual governments to better 
advise enterprises in their respective countries.

We do not consider it advisable for the U.S. Government 
to take the lead in organizing cooperation among U.S. or 
foreign firms on particular projects or transactions. 
Decisions concerning cooperation are based on commercial 
considerations and are best left to private firms. Where 
firms dp cooperate, the Government is prepared to offer all 
appropriate assistance.



331

20. Premature Commitments to Commercial Transactions

RECOMMENDATION: The Secretaries of State, Treasury, and 
Commerce should avoid any premature commitments to commercial 
transaction*. (p. 65)

COMMENT: The Department of Commerce is not empowered to 
provide prior commitment as regards approval of export 
license applications. Companies embarking on commercial 
negotiations involving technologically advanced or high- 
priced projects often desire a preliminary indication as 
to the possibility of licenses, where there is no possibility 
of these being granted, it would be futile and costly for them 
to compete for the contract. In this regard, companies may 
and do turn to the Department for preliminary advice and are 
advised that any preliminary advice given should not be taken 
as committing the Department to approve any licenses which 
might be necessary to implement the transaction.

With respect to the extension of U.S. Government supported 
credits, while this Department has no direct authority to 
provide such credits, we do play a role in this area by 
virtue of our participation on the Mational Advisory Council. 
Such participation does not authorize us to give any premature 
commitments for the extension of export credits, and we do not 
in fact do so.
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21. Presale Discussions of Technology and Catalog of Technologies

Request legislation establishing the Government's 
aucl'.or 1 1 ./ to preclude presale discussions of strategically sensitive 
technologies. Commerce should develop a catalog of technoloyies 
for which U.S. firms have a monopoly but which could be exported 
without injury to national security. Such technologies should 
provide bargaining chips for Soviet concessions. (p. 65)

COMMENT : The Export Administration Regulations already require 
exporters to obtain Department of Commerce authorization before 
entering into presale discussions with Communist countries, other 
than Yugoslavia, relating to technologies involving items on the 
COCOM list where such discussions entail the disclosure of tech 
nology that has not been made generally available to the public. 
With respect to technology that haa not been made generally 
available to the public and that relates to non-COCOM list items, 
such technology can be transferred in presale discussions with 
representatives of Communist countries so long as the technology 
does not disclose the detailed design, production, or manufacture, 
or the means of reconstruction of the item under discussion or 
its product, or the detailed technical process involved.

Finally, should the Department fir , it necessary, it could, 
under the authority of the Export Adm: istration Act of 1969, 
as amended, prohibit, absent prior aux. orization, the presale 
discussion of strategically sensitive technologies on any subject 
with representatives of any foreign country, whether such technical 
data had become publicly available or not. jhcrefore, we believe 
no new legislation is needed in this area.

With regard to the recommendation that the Department should 
develop a list of technologies over which the U.S. haa unilateral 
control and which do not have strategic utility, it is highly 
unlikely that a meaningful list could be compiled. The effort 
would constitute an enormous undertaking, necessitating not only 
an elaborate analysis of the strategic value of U.S. products, but 
also a complete study of foreign industries and the nature and 
scope of non-U.S. technologies available abroad. Any such list 
would be a subject of dispute and disagreement.

Attempts to obtain concessions from communist countries by 
withholding technology would probably yield meaningful results 
only when the transaction was a major one of very high interest 
and of pressing need to the communist country. The incidence of 
such transactions is low. This recommendation does not reflect 
the extent to which wide technological progress has taken place
throughout the world, and the general ability of the Soviet Union 
to satisfy most of their non-strategic technological requirements 
in the West without recourse to the United States.
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22. Supporting Corporate Interests In the Soviet Market

RECf.>MM£MD(\TIWi : The Spcr^t-iry of Co more- should:

---Instruct the Bureau of East-West Trade to more
actively support corporate interests in the Soviet 
market. This should involve more sophisticated 
and detailed advice to interested companies based on 
the results of the analytic exercises recommended 
above. The Bureau should also facilitate an exchange 
of information among competing U.S. suppliers and 
should approach the Soviets directly in cases 
involving particularly objectionable buying behavior, 
(p. 65)

COMMENT; The Bureau's mission is to provide U.S. firms with 
the best possible support in their transactions with the Soviet 
Union, Eastern Europe and the People's Republic of China,- and 
the Bureau'* capability to do this increases with time. The 
quarter century of minimal U.S. involvement in East-West 
trade which created a lack of deep corporate experience in dealing 
with centralized, state-managed economies and their foreign 
trade systems also prevented development of governmental 
expertise in such trade and our ability to assist U.S. firms.

Since the creation of the Bureau in late 1972, the Department 
has moved aggressively to redress this experience gap through 
pooling of corporate experiences and bilateral discussions with 
officials of these countries. We have upgraded the quality 
and sophistication of our information, resources, and services, 
and will continue to adapt these to new requirements.

Exchange of information among competing U.S. suppliers 
has basin proposed by the GAO and also by academic publicists 
as a means of preventing a cutthroat type of price and technology 
competition among American companies to Soviet advantage. This 
proposition entails many practical and normative problems 
whose implications have not been thoroughly explored. As one 
contribution to the analysis which must precede any move in 
this direction, the Commerce Department's Advisory Committee 
on East-West Trade considered the compatibility of such 
cooperation with U.S. anti-trust laws. The Bureau arranged for 
a representative of the Justice Department to address the 
Committee to describe the relevant factors applicable to such 
•xchang* of information among competitors and the extent to 
which such exchange is permissible under these laws.
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Although allegations are sometime* made concerning 
"objectionable buying behavior" on the part of the Soviet 
Union, and some examples are cited, there is no clear 
evidence that such practices are followed consistently 
and to a greater degree than by other large purchasers. 
The Bureau advises U.S. firms about Soviet negotiating 
techniques, will be alert to Soviet buying behavior, 
and will approach the Soviets directly concerning their 
buying practices where this is deemed desirable. In the 
final analysis, however, the strongest deterrent to 
objectionable Soviet buying practices, if they occur, is 
likely to be a reticence of U.S. and other Western firms 
to deal constructively with the Soviets on a continuing 
basis.
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BUSINESS IMPACT OF ANTTBOTCOTT MEASURES

Chairman MORGAN. Mr. Secretary, in the last couple of days we 
have heard conflicting opinions about the possible economic ramifica 
tions for the United States from enacting strong antiboycott meas 
ures. Some argue that the impact would be sizable and would entail 
losses to U.S. companies in hundreds of millions of dollars of Arab 
business. Others urge the impact would be small and U.S. business 
would welcome a strong law which would allow it to reject boycott 
requests, and that the Arab nations would back down from their 
threat not to deal with U.S. companies.

Mr. Secretary, would you please give us your thoughts on this 
matter.

Secretary RICHARDSON. Recognizing, Mr. Chairman, that whatever 
I say is, of course, essentially speculative, my impression is that the 
result of an attempt effectively to bar any compliance with the boy 
cott would be to bring about the forfeiture of a very large amount 
of business being done by American firms with Arab countries. It 
would have a very direct impact on major construction projects car 
ried out by American firms. It would also, apart from this economic 
impact, I believe, have—and I think this is even more serious— 
a powerfully irritating effect on the Arab countries.

On the economic side, looking at potential growth, U.S. exports to 
the Arab countries reached $5.3 billion last year and we expect them 
to reach $10 billion in 3 years if current growth rates continue.

Moreover, the U.S. Bureau of Labor Statistics estimates that each 
$1 billion of U.S. exports represents 40,000 to 70,000 jobs for American 
workers. Thus we are concerned with commercial relations which 
generate hundreds of thousands of jobs in the United States and we 
do not take lightly either the economic or diplomatic consequences 
that would result from an outright attempt to prohibit any form of 
compliance.

I might add, Mr. Chairman, that what I have said is, of course, 
subject to vigorous enforcement of the prohibitions against discrim 
inatory requests, as my statement had made clear. But as I also indi 
cated, the boycott is essentially based on economic and national 
grounds and does not appear to have a significantly religious or racial 
content.

ANTIBOYCOTT EFFORTS OF OTHER NATIONS

Chairman MORGAN. Mr. Secretary, what have other industrial 
countries done to deal with the boycott ? Has any other nation had 
antiboycott legislation that you know of ?

Secretary RICHARDSON. I don't know of any that has, Mr. Chairman.
Chairman MORGAN. Mr. Secretary, you have mentioned some of 

the antibpycott measures proposed by some of the bills which codify 
steps which the administration has already taken by the Executive 
order of the President. What would be the objection to enacting some 
of those measures into permanent law ?

Secretary RICHARDSON. To the extent that the President has already 
acted I don't think there would be any objection. H.R. 11688 is an 
administration proposal that overlaps somewhat with respect to the 
prohibition of compliance with requests which would result in dis 
crimination against U.S. citizens or firms.
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IN EXPORT LICENSE PROCESSING

Chairman MORGAN. Mr. Secretary, we have had some complaints 
about the workings of the Export Administration Act. The law 
requires that an export license be processed within 90 days unless the 
applicant is informed that a longer period is necessary. However, it 
sometimes takes longer than 90 days to process the license. Since this 
is in your department, why does it take so long to pet a license? What 
would happen if Congress, when we did finally co Me around to mark 
ing up this bill, enacted a 00-day limit instead of a 90-day limit? 
Do you think that would help process licenses any faster?

Secretary RICHARDSON. As I indicated in my statement, Mr. Chair 
man, we found by reviewing our experience with license applications 
that 94 percent are now processed within 30 days and. of course, we 
easily live, with a 60-day requirement with respect to this very large 
proportion.

We have, been working on cutting down the number that are not 
professed within 30 days and we reduced that backlog as of January 
22 from 306 to 7.r>. The remaining ones, as I have indicated, are sub 
ject to problems that, arise to a considerable extent out of the inter- 
agency procedures that arc, involved here. Wn are continuing to work 
on that problem.

Mr. Downey, Deputy Assistant Secretary for East-West Trade, 
has l>een working with representatives of (he Defense and State De 
partments and I think the result of this will be to bring about proce 
dural steps for cutting down the delays. We will, in addition, be look 
ing at the, substantive- issues, such as those raised by the Defense Sci 
ence Hoard report from the standpoint of trying to develop, so far as 
possible, clear categories or guidelines that will also contribute to the 
reduction of delay.

STAFFING OF THE OFFICE OF EXPORT ADMINISTRATION

Chairman MORGAN. Mr. Secretary, is the Office of Export Admin 
istration adequately staffed, Ixith in terms of personnel and expertise 
of personnel, to carry out this function ?

I know in your testimony you say the House Appropriations 
Committee not only did not approve a needed increase of $018.000, but 
took action which resulted in basic program reduction of $039,000 and 
elimination of 29 positions.

Secretary RICHARDSON. That is correct. We think that is a serious 
mistake on the part of the House Appropriations Committee. We are 
appealing that action m the Senate and hope the Senate Committee 
on Appropriations will restore the entire amount of the cut.

From my standpoint, Mr. Chairman, this request hr.s the highest 
priority. In the, relatively short time I have been in the Commerce 
Department, T don't know of anv other matter so often brought to 
my attention by businessmen, and even though we have been reducing 
the backlog and delays, nevertheless it is a problem of chronic irritn- 
tion and I think that it is a situation where wo can justify the need 
for additional personnel.

Chairman MORGAN. Thank you.
Mr. Lagomarsino.
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BTATF ANTIBOYCOTT LEGISLATION

Mr. LAGOMARSINO. Thank you, Mr. Chairman.
Mr. Secretary, one of the reasons given by witnesses who appeared 

here yesterday as a reason for our adopting some legislation prohibit 
ing boycotts was, that if we don't there will be a proliferation of 
State actions, State legislation, that will put firms in the States that 
have that kind of legislation at a disadvantage compared to citizens 
and firms and States that do not. They were arguing it would be far 
better to have some kind of uniformity. Would you care to comment 
on that statement?

Secretary RICHARDSON. It seems to me that what is involved here 
really is a question of preemption of State law, or State authority 
by Federal action, and the Question on the face of it is whether the 
Congress has intended to do that.

It could be argued that the Congress has already done this through 
the existing export control provisions dealing with the boycott. While 
this is a problem, I suppose you could clarify the intent of the Con 
gress to accomplish this result under existing legislation.

Simply to amend it to require something more than what is now 
in the law would not by itself, I believe, have this effect. So it is not 
a question of more or less law, it is a question of making clear in the 
law, or in the accompanying legislative history at least, that the intent 
of the Congress has been to occupy the field and preempt State action.

Mr. LAOOMARSINO. You woum agree, regardless of whether we, the 
Congress, enact legislation to prohibit boycotts, that we should at 
least speak to the issue of whether or not we have preempted the field ?

Secretary RICHARDSON. Yes; I think that is a well-taken point.

EXPORT SAFEGUARDS

Mr. LAOOMARSINO. A recent GAO study recommendation that post- 
shipment safeguards be abandoned, in commenting on that you ob 
serve that exporters prefer approval of license request with safe 
guards that have the transactions denied outright. But isn't a major 
criticism of safeguards th?t they are highly ineffective?

Secretary RICHARDSON. No; I don't think so, I had not been made 
aware of that. I have talked to representatives of some companies 
mainly in the computer field that have entered into transactions 
subject to that kind of safeguards, and my impression is strongly to 
the effect that properly designed safeguards can work. The companies 
are willing to work with them, they have personnel in those countries 
trained to comply with them, and overall it is better to go that route.

Mr. LAOOMARSINO. Rather than just turn it down in the first place.
Secretary RICHARDSON-. Right. It would mean in effect forfeiting the 

business.
CONSULTATION WITH INDUSTRY

Mr. LAOOMARSINO. How exactly is the Department consulting with 
industry in this area?

Secretary RICHARDSON. Continually. Mr. Downey on my right is in 
touch with business. I have met with some of them myself and behind 
me, Mr. Meyer, who administers the export control legislation, is 
dealing with industry continually.
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Mr. LAGOMARSINO. There have been complaints that the technical 
advisory committees don't receive feedback on their recommendations 
for COCOM list changes and other matters.

First of all, is this true? And, secondly, if it is true, why is that 
the case?

Secretary RICHARDSON. I think there have been some complaints 
along these lines. We are now responding to this problem through 
the creation of the new subcommittee of the President's Export 
Council so that it can (leal directly with this. Mr. John James, head 
of Dresser Industries is a very vigorous and effective businessman 
pnd we invited 19 representatives from electronic computer, machine 
tools and other industries to become members of this committee. We 
did consider the question of whether to have a wholly separate body. 
It was my feeling, since the President's Export Council already 
existed and is dealing with the whole hroad range of export problems, 
that these problems on export administration, East-West trade, and 
FO on, should fall under a subcommittee of that body and this is how 
we are approaching it.

Mr. LAGOMARSINO. Thank you.
No further questions, Mr. Chairman.
Chairman MORGAN. Mr. Rosenthal.
Mr. ROKENTIIAL. Thank you, Mr. Chairman.

THE ARAB BLACKLIST OF TT.8. FIRMS

Mr. Secretary, it is good to seo you before this committee again.
I am interested in finding out what you know as Secretary of Com 

merce about the Arab blacklist of U.S. firms and corporations: how 
long has it been in existence, how many people are on it, is there more 
than one list, how do you get on, how do you get off? I prefer to deter 
a discussion of specific legislation and recommendations to some other 
time, but I am interested in the factual situation.

Secretary RICHARDSON. I really don't know much about it, Mr. 
Rosenthal. I don't really know how you get on or how you get off. We 
hear fragments, sort of anecdotal bits and pieces about firms that dis 
cover that they are on. They enlist some form of intermediary assist 
ance to get off. The list, of course, is not made public and our informa 
tion is very incomplete.

Mr. ROSEXTTIAL. I can understand that you are new in the position 
and I respect that but this is a very important issue. It has significant 
moral overtones and involves significant constitutional considerations. 
I am curious to know if you know how it works. What happens? Are 
we talking about a, primary boycott, a secondary boycott, a tertiary 
boycott? Are you familiar with these terms?

Secretary RICHARDSON. I am familiar with these terms in a general 
way.

My answer to you, Mr. Rosenthal, was, while it reflects an aware 
ness that there are limitations in my own knowledge because of the 
shortness of my tenure in this present job, my basic answer to you is 
that the Government does not know very much about the blacklist.

Mr. ROSENTHAL. The Government of the United States does not 
know ?
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works or rather, that the Government's information is fragmentary. 
We do know that the observance of the boycott or the blacklist is not 
uniform or consistent, that countries in given instances go forward 
without regard to it if they think they want to.

EXAMPLES OF HOW THE ARAB BOYCOTT WORKS

Mr. ROBENTHAL. Could you give us an example of how it works? 
Give us just one example of what we are talking about?

Secretary RICHARDSON. I think I touched in my testimony on one 
example, the kind of thing which we understand is illustrative, that 
being the question of what company's trucks to buy. In the case of an 
American firm carying on a construction project in an Arab country, 
if company A, a producer of trucks, is on the blacklist but company B 
is not, then in one way or another this information is made known and 
the contractor is encouraged to buy company B trucks.

Mr. ROSENTHAL. The example you just related to me is in itself a 
violation of the Sherman Act.

Secretary RICHARDSON. I don't think it is clear, Mr. Rosenthal, that 
it is a violation of the Sherman Act for reasons I spelled out in discuss 
ing the provisions of the Stevenson/K< a legislation. The Antitrust 
Division of the Justice Department is proceeding against the Bechtel 
Corp., in a refusal to deal in a situation where the alleged refusal to 
deal is the result of an agreement or conspiracy to the effect that 
Bechtel will not do business with certain American companies.

But where there is no evidence that an agreement has been entered 
into, but simply an understanding that a proposal to do business with 
another company would be subject to veto or objection, then it is not 
clear that this would be under the antitrust law because there has been 
no agreement——

Mr. ROSENTHAL. You are going to use up my 5 minutes.
Secretary RICHARDSON. Well, if the assumptions of your question 

were ones I could agree with, I would not have to use so much time.

THE ARAB BOYCOTT AND THE MIDDLE EAST CONFLICT

Mr. ROSENTHAL. Let me be perfectly candid: knowing your back 
ground and experience I have a suspicion that, if you had available all 
of the information concerning the boycott and intimidation of Amer 
ican firms by foreign countries, you might then, be sufficiently morally 
outraged to seek a legislative termination of these nefarious, outra 
geous practices. I think—and I say this with great respect and defer 
ence—that we have all been engaged these past years in the loose use 
of words such as "boycott" and "blacklist" and that we have not paid 
much attention to the problem.

Do you think a foreign government ought to be able to decide which 
American firms should be able to deal with each other?

Secretary RICHARDSON. I think that from the standpoint of Ameri 
can policy, we should certainly discourage any such attempt by an 
other government. The discussion we have before us is how do you get 
there from here? What is the best way to bring about a result that 
eliminates that kind of pressure or practice ?
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What I have said is that in the judgment of the administration, the 
underlying problem is the failure to achieve a settlement between 
Israel and the Arab countries, that we have to maintain our leverage 
in trying to bring about such a settlement, and that this in turn brings 
into pluy the whole range of our relations with these countries and 
so on.

Mr. ROSEXTHAL. I understand that. We have heard that from Secre 
tary Simon and from Secretary Greenwald. As a matter of fact, you 
repeat Mr. Greenwald's testimony at page 23 of your testimony where 
you say, "quiet and firm diplomatic efforts are yielding some success 
in modifying boycott procedures." The fact is boycott activities are 
accelerating. There has been no quiet success.

THE MORGAN' GUARANTY CASK

I will give you an example of success in a case where there was re 
sistance. Morgan Guaranty testified before my Subcommittee on 
Government Operations—one of your colleagues testified there, too— 
that they had 24 requests for letters of credit which they refused to 
honor. These requests were violations of Commerce Department reg 
ulations. When Morgan said "Take back your letters of credit," the 
offensive language was withdrawn from 23 of the letters. In other 
words, when an American firm offered any kind of resistance, the Arab 
boycotters withdrew offensive language because they wanted the goods 
and services that were available.

In my judgment, if the United States enacted any of these laws, if 
we showed any resistance, the boycott would collapse because there 
are 1,500 American firms on the blacklist. Some have been on 10 years. 
The U.S. Government is condoning the practice of buying ones way 
off that list by doing nothing about it.

After the President's important and signficant statement, the Com 
merce Department enacted some regulations. It invoked civil penalties 
against 200 firms that didn't even comply with the most elementary 
reporting requirements. But it has never lifted one exporter's license 
for violation of the boycott regulations, not one. The Administra 
tion instructed Secretary Morton to say, in a written communication to 
this committee and other committees, that he had the authority under 
section 4(b)l to enact regulations making the boycott illegal. But 
he didn't use this power because he, too, believed that quiet persuasion 
would be sufficient to terminate the boycott.

That is a lot ^f bunk. It has not worked and will never work.
If the Arabs want to boycott the Israelis, the United States has no 

jurisdiction to intervene. The Arabs have been doing it for 25 years. 
But no country should have the ability or authority to come in here 
and pick and choose among American companies.

The point Mr. Lagomarsino made—and I am not sure you appre 
ciated it—is that two States, New York and Maryland have already 
enacted strict antiboycott legislation, ^urrently Pennsylvania and two 
other States have strong antiboycott legislation pending. As a result 
of that legislation, shipping is being moved to States with no boycott 
legislation. In other words, the States are in a quandary, the shippers 
are in a quandary and the unions are up in arms. The only way to
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resolve this difficulty is for the United States to declare that the boy 
cott is illegal and to enforce the declaration.

My judgment is that, if we do that, the boycott will collapse. Your 
judgment is that if we act, we will anger them, we will be disruptive 
to Middle Eastern peace and we will jeopardize annual sales amount 
ing to $5 billion wnich will hopefully go up to $10 billion by 1980.

Chairman MORGAN. The time of the gentleman has expired.
Secretary RICHARDSON. May I comment on my time ?
Chairman MORGAN. We will yield the Secretary 3 minutes.

LAW ENFORCEMENT: DISCRIMINATION AND DISCLOSURES
Secretary RICHARDSON. Thank you, Mr. Chairman.
I particularly wanted to comment on the matter of the enforcement 

of the law with respect to discrimination and disclosures. We have, 
as I have indicated in my testimony, just in the last several months 
reviewed all the information reported to us in order to determine what 
instances there might be that would be subject to the prohibitions 
against the discrimination, which, as you say, the President very 
forcefully issued. We did identify a few. We also found these in 
stances of the Star of David request, which are most likely the ones 
you refer to as having arisen with the New York bank, and we have 
done something about that.

The failures to report, of which we have identified about 200, are 
subject to the issuance of complaints or charging letters and I have 
taken the step of requiring the announcement of the issuance of any 
such charging letter. The ultimate disposition of these is a result of 
the eventual administrative process.

But as to the more fundamental question of judgment you touch 
on, I think you are clearly right in identifying it as a question of 
judgment. It seems to me implausible in the extreme that simply to 
enact a U.S. prohibition against the compliance with the boycott, 
would mean that the boycott would collapse.

There are a lot of other people out there ready to supply the Arab 
countries. I think the major result would not c.'v be a loss of business 
to the United States but the total forfeiture by the United States of 
any influence with the Arab countries.

FIRMS FAVOR ANTrBOYCOTT LEGISLATION

Mr. ROSENTHAL. Let me briefly respond. A number of distinguished 
American firms have urged the passage of the kind of legislation I 
have described because they want to be able to turn down these boy 
cott requests once and for all. Included among companies asking for 
legislative action both publicly and otherwise are General Mills, 
Bausch and Lomb. Pilsbury. First National Bank of Chicago, North 
western National Bank of Minneapolis, the Marine National Bank of 
Milwaukee and dozens and dozens of others. American banks and firms 
are being whipsawed one against the other. If we finally say the boy 
cott is illegal, then nobody can be discriminated against.

Secretary RICHARDSON. I think it is interesting that there are firms 
who take that position but, for every firm that docs. I am sure it
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would be possible to cite a dozen who would take the opposite 
position.

Mr, ROSENTHAL. But you know neither the names of anybody on 
the blacklist nor how many people are on it. How can your Depart 
ment, this administration/make any judgment as to the need for or 
urgency of legislation when you don't have the facts available?

Secretary RICHARDSON*. We do have the facts as to the requests, in 
any event, and that is the information reported to us.

In any event, the judgment involved here is primarily a foreign 
policy judgment, not an economic or commercial judgment. In this 
respect I defer to the Department of State.

BOYCOTT: "A CONSTITUTIONAL AND MORAL JUDGMENT"
Mr. ROSENTHAL. It is not a foreign policy judgment. It is a consti 

tutional and moral judgment.
Secretary RICHARDSON. I respectfully suggest, Mr. Rosenthal, that 

as to the moral issue, as I emphasized in my statement, the pursuit of 
a Middle East settlement has the first claim on our moral concerns. 
There is a comparable claim with respect to the issue of discrimina 
tion and I think that out position on that is unequivocal.

But as to the question of actions of U.S. firms in response to some 
kind of boycott requests, that is a matter of economic warfare between 
Arab countries and Israel and the way to end that is to achieve a 
settlement.

Mr. ROSENTHAL. That is true in a primary boycott. We boycott Cuba 
and Vietnam but we don't tell the British to stop smoking Cuban 
cigars.

Chairman MORGAN. The time of the gentleman has expired.
Mr. Guyer.

AN INTERNATIONAL CODE OF BUSINESS CONDUCT

Mr. GUYER. We are pleased to have you here.
I would like to turn to a subject that may or may not be within 

the perimeter of our dialog today. But if w», read the papers often 
enough and long enough, it seems that company after company has 
been involved in so-called paying of bribes to do business in foreign 
countries. They would have you believe that it turns from epidemic 
to pandemic. On almost every subject that brings us together on food 
conferences, energy, why couldn't there be a meeting of minds among 
countries, including ourselves, to take the leadership in establishing 
some kind of guidelines or eligibility to do business? I don't think 
that we can entirely blame people when there are certain—let's call 
them payments—expected. Why can't there be a license to do busi 
ness with a foreign country, like a fellow pays for a license to be a 
plumber, or operate a store or business? I think it would clear the 
air and ease our thoughts on the illegality of what so many have been 
accused of, by so many TV, radio, and news accounts that we hear 
about these days.

Is there any possibility of establishing something decent and 
normal along this line that could stand the sunlight in that area?
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Secretary RICHARDSON. I think very much so. Indeed, the United 
States is pursuing that kind of initiative through several interna 
tional forums. We proposed to the Organization of Economic Co 
operation and Development in Paris the inclusion of the strong 
condemnation of bribes and other related payments in the code of 
conduct for multinational corporations.

This code has been referred to member governments and approved 
and will be adopted later this month in Paris at a ministerial meeting.

We also proposed disclosure requirements for the appointment and 
payment or money to agents to get bik'ness with other governments 
at the Commission on Transnational Corporations meeting in Lima in 
the first 12 days of March. In addition to these steps, the Special 
Trade Representative of the United States, Ambassador Dent, has 
raised the question of incorporating similar prohibitions or condemna 
tions, or guidelines of some kind in the multilateral trade negotiations.

So, in short, we are for whatever we can get done internationally, 
recognizing that the practices involved are ones that other people's 
companies could be engaged in if they are totally abandoned by our 
companies.

Mr. GUYER. I would think our companies would welcome the oppor 
tunity, if a certain kind of payment is expected. There are payments 
under different names, but this way the fee or license could come out 
in the open. It could be a business chargeoff legitimately. I think that 
is something that should be made publicly and I would compliment 
you if you could do that in the near future.

REFUSALS OF EXPORT LICENSING

One or two little things. Some exporters who are turned down on 
heir license applications have complained that technical dimensions 

of refusal were never quite explained when only a slight change would 
make the difference. Does the Deputy have any response to that as to 
how they can avert these slight obstacles that knock them out of the 
box when they go to apply ?

Secretary RICHARDSON. I would certainly hope that we are pre 
pared to work with companies to this end. I think Mr. Downey would 
be the best person to respond to that.

STATEMENT OF ARTHUR T. DOWNEY, DEPUTY ASSISTANT SECRE 
TARY OF COMMERCE FOB EAST-WEST TRADE AND DIRECTOR OF 
THE BUREAU OF EAST-WEST TRADE
Mr. DOWNEY. First, we must put it into context. Less than 1 percent 

of the total number of applications that we have received are denied. 
In those rare occasions when an application is denied, we usually make 
every attempt to work with the company to scale down perhaps the 
sophistication of the piece of equipment or the technology involved 
so as to make it more acceptable.

This is not a complaint that we hear very frequently that in some 
way an export license is mysteriously rejected without any 
explanation.

Mr. GUYER. What about a small company that has done business 
with over a hundred countries, very fine people, very fine products,
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are they always advised? If so, by what medium is the information 
made available ?

Mr. DOWNEY. They have the published regulations.
Mr. GtTYER. That is available to any company that wants to do 

business?
Mr. ROWNEY. And of course the Commerce Department has field 

offices in all these neighborhoods and would be able to consult locally 
on this.

Mr, GUYER. Thank you very much.
That is all, Mr. Chairman.
Chairman MORGAN. Mrs. Meyner.

MEYNER. Thank you, Mr. Chairman.

ENCOURAGING EXPORT OF NONSTRATEGIC GOODS TO COMMUNIST COUNTRIES

Mr. Secretar)', you mentioned in your statement that since 1969 the 
Office of Export Administration has taken the approach of encourag 
ing export of nonstrategic goods to Communist countries. Could you 
give us any specific examples of that encouragement?

Secretary RICHARDSON. I guess what I started to say was that we, as 
Mr. Downey has just pointed out, do maintain a system of field offices 
under the Domestic and International Business Administration. Their 
function is to encourage exports.

The act itself states as one of its objectives the encouragement of 
exports. But I would have to defer to others the citation of specific 
instances, for instance, the directors for domestic and international 
business who are in all the major cities. I guess there are 40 or 50 of 
them around the country. Most of what they do is to help identify 
export opportunities for companies in their areas.

In addition to this we have established government-to-government 
joint commercial commissions with three of the European countries, 
U.S.S.R., Poland, and Romania. The IT.S.S.R. Commission is chaired 
by the Secretary of the Treasury and the Vice Chairman is the Secre 
tary of Commerce. The remaining two are "haired by the Secretary of 
Commerce. In this regard, I expect to be going to Romania some time 
in November. These discussions deal with trade opportunities in both 
directions.

EXPORTS TO THE PEOPLE'S REPUBLIC OF CHINA

Mrs. MEYNER. Can you give me any specifics on what the OEA's 
policy has been toward the People's Republic of China?

Secretary RICHARDSON. There is really no government-to-govern 
ment contact with China on the subject of trade at this time. All the 
communication, or most of it, has been with, bv and large, businessmen 
and the National Council for United States-China trade.

But Mr. Downey recently was in China.
Would you like to comment further?
Mr. DOWNEY. We maintain some commercial officers at the U.S. 

Liaison Office in Peking. In addition, we have commercial officers in 
Hong Kong to advise the businessmen. In Washington, in the Bureau 
of East-West Trade, we have a division which is devoted exclusively 
to the promotion of United States-China trade, with Chinese language
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specialists and trade specialists. We also produce market research and 
market assessment publications to advise particular businessmen in 
certain nonindustrial .sectors.

We have found generally the businessmen to be receptive to this sort 
of advice and counseling.

U.S. KXPORTS TO RIIODESIA?

Mrs. MEYNER. Mr. Secretary, has the Office of Export Administra 
tion approved any exports to Rhodesia since the implementation of the 
United Nations embargo on trade with Rhodesia?

Secretary RICHARDSON. Not to my knowledge. I am advised that the 
only things that have been approved have heen a few exports having 
some humanitarian objective.

Mrs. MEYNER. Would it he possible to get the specifics on that?
Secretary RICHARDSON. Yes; I will be glad to furnish it for the 

record.
Mrs. MEYNER. I would appreciate that.
[The information subsequently submitted follow?:]

In the period 1975 and 1976, through June 28, the Department issued licenses 
for export to Rhodesia of goods valued at approximately $3.4 million. The 
general humanitarian character of these exports is reflected In the fact that the 
bulk of the $3.4 million went for medical purposes, and the remainder for educa 
tion nnd charity.

S. :tOH4—DKKIXITION OF "HOSTILE" COUNTRIES

Senate hill 3084 would alter the countries targeted by strategic 
export controls from those defined as "Communist countries" to those 
defined as "hostile" to the United States. Do you feel this is a useful 
change? How do you interpret that?

Secretary RICHARDSON. I think it would create some problems in 
interpretation. I suppose we could set up some advisory process in the 
Department of State to tell us from year to year or month to month 
who is hostile, but otherwise I don't know how you would adminis 
ter it.

Mrs. MEYNER. I think you are right on that.
Thank you, Mr. Secretary and Mr. Deputy Secretary.
That is all, Mr. Chairman.
Chairman MORGAN. Mr. Solans.
Mr. SOLARZ. Thank you, Mr. Chairman.

TWO OBJECTIONS TO ANTTBOYOOTT PROPOSALS

Mr. Secretary, I would like to deal with what seemed to me to be 
the two fundamental objections which you pose to these various anti- 
boycott proposals now before our committee.

First, and not necessarily in order of importance, the enactment of 
these provisions would somehow compromise our capacity to influence 
the A "ah countries in the direction of the kinds of overall settlement 
in *he. Middle East which in the judgment of the administration is 
the present condition for the elimination of the embargo. Second, if 
these provisions were enacted, it could in no way be expected to result 
in the elimination of the boycott since, in a world where there are

74-773 O - 76 - 23
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so many other countries and corporations eager to do business with 
the Arabs, one would have to prudently and pragmatically expect that 
the Arabs would simply shift their business elsewhere.

Now, on the first point, you have had a good deal of experience, I 
gather, in several departments of the Government, one of which was 
the Department of State. You have some familiarity with problems of 
international relations and the situation in the Middle East.

Why should the establishment or the enactment of these antiboycott 
provisions create any more problems for us with the Arab world 
than the massive amours of military as well as economic assistance 
which we are providing on an annual basis to Israel?

I mean, there is no question it is in our interests to have some influ 
ence with the various countries of the Arab -world. We certainly want 
to have cooperative relations with them. But I think we have recog 
nized that we also have a very fundamental, moral and strategic com 
mitment to the survival and security of Israel. That commitment has 
led us to take a variety of actions which were necessary in our rela 
tions with Israel but to some extent compromised our influence in the 
Arab world.

It seems the same argument that you so forcefully employed against 
the enactment of an antiboycott provision could be used with equal 
validity against supplying foreign aid to Israel on the grounds that 
it detracts from our inflnenre in the Arab wo^d. I would like to know 
how you deal with that kind of general observation.

U.S. INFLUENCE IN THE ARAB WORLD

Secretary RICHARDSON. I think that is a very well stated question, 
Mr. Solarz. I think the answer basically is—it is twofold—one, that 
the Arab countries recognize and respect our basic commitment to the 
survival and security of Israel. That is in a sense a given fact. It is 
also that the relationship, as they recognize, gives us some influence 
over Israel in the negotiating process. They know that we cannot 
necessarily on any given point deliver Israel, and this has been made 
clear over and over again. Nevertheless, the fact of our support for 
Israel gives us relatively greater influence in the direction of ultimate 
compromise and settlement than any other country can have.

And the Arabs don't really expect and would not really want us to 
weaken that influence and they take for granted the military support.

So far as our relations with the Arabs on the other hand are con 
cerned, so far as our ability to influence them rests on any footing, it 
is in considerable measure because we do have the day-to-day dealings 
with them that arise out of economic relationships. We are not to a 
comparable degree important to them for their own national security. 
We do sell them some arms. We try to determine that these are pri 
marily for defensive use, antiaircraft, and so on.

Hut it is a fact that we have continued to do business with them 
which has been. I think, a contributor to our ability to play a role in 
between both sides.

U.S. ARMS TRADE WITH ARAB COUNTRIES

Mr. SOLARZ. Mr. Secretary, I would submit, with all due respect, 
that the volume of our arms trade with the Arabs substantially ex-
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ceeds the volume of our private economic activity with the Arab 
countries. It would seem to me, to the extent we have some influence 
in the Arab world, it would derive more from the billions of dollars' 
worth of weapons which we sell to the Saudis, the Jordanians, the 
Kuwaitis, and some of the other Arab states than it does from the 
architectural or construction contracts that go to private American 
firms.

In view of the fact that the Arabs are willing to buy our weapons— 
even though the very same companies are also selling those weapons 
to Israel—it would seem even in the presence of the provisions to 
which you object, we could fully expect the Arabs would continue to 
do business with us insofar as arms are concerned.

Secretary RICHARDSON. In 1975, Mr. Solarz, U.S. exports to Middle 
East countries totaled $5,338 million total Arab sales. Of that $346 
million was military.

Mr. SOLAPZ. I think if you take into consideration the total amount 
of money included in contracts which have been signed or negotiated 
with respect to the provision of military training or equipment, that it 
probably is substantially in excess of $5 billion. In fact, the gentleman 
from New York had resolutions of disapproval concerning such 
provision.

Secretary RICHARDSON. I would be glad to furnish a further break 
down of the military total and how it. is derived.

[The information subsequently submitted follows:]
U.S. EXPORTS TO NEAR EAST COUNTRIES, 1975, CIVILIAN VERSUS MILITARY 

|ln million* of dollars)

Of which:
Total Special 

Exports category

Ar«bcountrii».............................................................. 5,338 346
SyrU.... .............. ...................................
Lebanon., ....-..........-.-........-....-....._..... .....
JorSin...... ..............................................
Klliwit....... .............. .............................
Saudi Arabia.. ............................................
Qatar
United ArabE'miretes.......................................
Yemen Arab Republic.. .....................................
People* Democratic Republic of Yemen... ..,--..............-
Oman.....................................................
Bahrain...................................................
Morocco... _ ...........................................Aluria.... ...................... ....... ..................
T«r»itii.. ........................... ....................
Libya.. ................................................. ..
£»pt... .................... ..............................

ran.................................. — .....................
irat!.... .....................................................

............ 128 .....

............. 402

............. 310 

............. 195

............. 366

............. 1,502

............. 50.....

............. 372
.............. 8
............. 3
............. 75
............. 90
............. 200
.............. 632 .....
............. 90
.............. 232
............. 683 .....
.............. 3.242
.............. 1,551

1.0
.1

112.0
4.0

156.0

10.0
1.0
.1

1.0
.3

57.0

1.0
2.0

602.0
528.0

Note: Figures above represent actual mtrchanctise exports; they do not include services. Special category exports .Mlude all actual shipments of military hardware, whether under U.S. credits or pints or as commercial salts, with 1 possible exception: certain parts of military aircraft, shipped separately and sometimes not identifiable as parti of suchaircraft, may'be reflected in the total of commercial exports rather than in special cateiory. Totals of special category exports are given for individual countries, but security regulations prevent the release of more detailed information such as commodity breakdowns of such exports by country.
Source: U.S. Department of Commerce, Bureau of the Census. FT 455.

MORAL OBLIGATION ON ARAB BOYCOTT

Mr. SOLARZ. Time is running out, so one final question and observa 
tion, and that is on your second point. If we adopt these provisions,
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it is unrealistic to expect the boycott to collapse. You may well be 
right. I suspect you are. But it seems to me that the purpose of these 
provisions is not a pragmatic one in the sense they are designed to 
break the back of the boycott so much as they are a principled one 
based on the notion we ought not to implicitly or explicitly facilitate 
in one way, manner, shape, or form a secondary boycott on countries 
with whom we are closely associated and allied.

I would take the position that, even if all of this money and these 
contracts were diverted by the countries, that we still ought to go 
ahead on the grounds that morally we are obligated to do so.

Secretary RICHARDSON. I understand your position. I just want to 
make one further comment. I think it is important to distinguish 
among the measures that are proposed in legislation. We start, after 
all, with existing law and the things we are doing under existing law 
and then you have really a series of measures starting with dis 
closure, going on from there to refusal to deal, which is partly dealt 
with under the Sherman Act but which might be more broadly dealt 
with as proposed in the Stevenson-Koch legislation.

We go on from there to the outright prohibitions against any com 
pliance with the boycott by an American firm.

The points I have been making, of course, most are applicable to 
the last of these. They are least applicable to the disclosure require 
ment. With respect to refusal to deal, the question for the adminis 
tration is essentially one of restraints against trade, and the prob 
lems of proof and so on that arise if you go beyond the agreement 
situation.

Mr. SOLAR;?. Thank you very much.
Chairman MORGAN. Thank you, Mr. Secretary.
The committee stands adjourned until further notice.
[Whereupon, at 11:40 a.m., the committee adjourned, subject to 

the call of the Chair.]



EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

TUESDAY, JUNE 15, 1976

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 11 a.m. in room 2172. Rayburn House Office 

Building, Hon. Thomas K. Morgan (chairman of the committee) 
presiding.

Chairman MORGAN, The committee will please come to order.
The Committee on International Relations today holds its fifth of 

a series of hearings on the Export Administration Act.
The primary focus of today's meeting is on high technology ex 

ports, particularly the various criticisms that have been directed at 
the export licensing process.

We are very pleased today to have with us two witnesses from pri 
vate industry, Thomas A. Christiansen, manager for international 
trade relations for Hewlett-Packard Co., representing the U.S. Cham- 
bt'r of Coinme-ce; and Peter F. McCloskey, who is president of the 
Computer and Business Equipment Manufacturers Association.

Gentlerrien, you both have statements.
Mr. Christiansen, we are going to hear you first, then Mr. Mc 

Closkey, and we will use you both as a team for the question and 
answer period.

STATEMENT OF THOMAS A. CHRISTIANSEN, MANAGER, INTERNA 
TIONAL TRADE RELATIONS, HEWLETT-PACKARD CO., PALO ALTO, 
CALIF., ON BEHALF OF THE INTERNATIONAL COMMITTEE OF 
THE CHAMBER OF COMMERCE OF THE UNITED STATES
Mr. CHRISTIANSEN. Thank you.
I have a prepared statement I would like to have included in the 

record of the hearings.
Chairman MORGAN. Without objection, your statement will be made 

a permanent part of the record.
Mr. CHRISTTANSEN. I am Thomas A. Christiansen, manager, inter 

national trade relations, Hewlett-Packard Co., Palo Alto, Calif., and 
a member of the International Committee of the Chamber of Com 
merce of the United States on whose behalf I am appearing today.

Accompanying me is Richard O. Lehmann, staff executive of the 
chamber's foreign trade policy panel.

(349)
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EXPORT ADMINISTRATION ACT

We appreciate this opportunity to discuss the extension, which we 
supp^^t, of the Export Administration Act of 1969, as amended, and 
related issues.

The chambers varied membership of over 60,000 business firms, 
2,600 local, regional, and State chambers of commerce, 1,100 trade 
associations, and 38 American chambers of commerce abroad, is acutely 
aware of the interdependency of nations. Clearly, our export con 
trols—particularly those in the short supply, foreign policy, and for 
eign boycott areas—have international implications and must be 
applied cooperatively whenever possible and in an enlightened and 
flexible manner.

The national chamber supports ILK. 7665, which extends to 1979 
the authority contained in the Export Administration Act of 1969, 
as amended, to control exports to fhe extent necessary: (1) To protect 
the domestic economy from the excessive drain of scarce materials 
and to reduce the serious inflationary impact of abnormal foreign 
demand; (2) To further significantly the foreign policy of the United 
States and to fulfill its international responsibilities: and (3) To 
exorcise necessary vigilance over exports from the standpoint of their 
significance to the national security of the United States.

CAtmOTJS USE OP EXPORT CONTROLS

Extension of the act is necessnry to protect the trade, foreign policy, 
and security interests of the United States. We caution, however, that 
ovenise of the short supply provisions could have serious implications 
for the internp.tional credibility of the United States as a reliable 
source of supply. The long-term effects of the hasty and ill-conceived 
soybean embargo of June 27,1973, continue to be felt as many of our 
former customers abroad seek, and other countries provide, permanent 
sources of supply.

It is clear that harsh unilateral policies aimed at gaining short- 
term economic or political advantages are self-defeating in the long 
run. It is also clear that export controls, outside of security considera 
tions, are serious policy alternatives which should be employed spar 
ingly and with the greatest of care.

I would like to discuss several areas relating to the administration 
of export controls.

LACK OF POLICY DIRECTION

The first of these concerns a general lack of policy direction.
J. Kenneth Fasick, Director, International Division, General 

Accounting Office, in discussing a recent GAO study on East-West 
trade, criticized the implementation of U.S. export control policy and 
procedures as a "continuous series of ad hoc decisions and fragmented 
consideration (s)." He said that the GAO noted:

An absence of agreement on criteria and standards for determining which 
goods and technology should be controlled and whether foreign policy, commer 
cial, or defence considerations shotrld dominate export control policy. (The 
OAO) concluded that lack of agreement reflects fundamental interagency and 
international differences regarding licensing standards and procedures to be 
followed in controlling exports.
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It is understandable that there should be differences of opinion 
regarding which policy to follow in the administration of export con 
trols, especially in relation to trade with Communist countries. Those 
administering the export control program work under a law, the Ex 
port Administration Act, which both restricts and encourages the 
export of American goods. They are also confronted with other laws, 
certain provisions in the Trade Act of 1974; for example, which place 
additional restrictions on our trade relations with the Communist 
countries.

This lack of policy direction is not unique to the export control 
process. The general lack of policy direction is more largely reflected 
in the conduct of international economic policy by the U.S. Govern 
ment. The Government is inadequately organized to conduct a coherent 
international economic policy. As a result, objectives are not clearly 
defined, interdepartmental coordination is poor, and implementation 
is tentative and ineffective. Restructuring the Government's approach 
to international economic policy is beyond the scope of this com 
mittee's consideration of the Export Administration Act. Nonethe 
less, it is in portant to understand that difficulties stemming from un 
clear policy guidelines in the export control area are symptomatic of 
a larger, more serious problem.

Short of addressing that overall problem, the national chamber 
believes that the committee should consider several areas of concern.

LICENSING DELATE

The first of these is licensing delays.
The most common complaint of national chamber members about 

the export control process is the length of time required to reach a 
licensing decision, especially on high-technology products, for export 
to the Communist countries. Licensing delays have continued to in 
crease over the past 5 years and represent a critical problem for 
American international business. In my own company's experience, 
the average time required to reach a licensing decision for major 
transactions with the Communist countries rose from 80 days in mid- 
1971 to 130 to 135 days at the end of 1975.

When it is unclear how long licensing will take, business firms, espe 
cially smaller companies, encounter serious planning and motivational 
problems. How do you keep your sales force stimulated and your 
customers interested? How do you pay for penalties for late deliv 
eries and what happens when orders are canceled? U.S. firms are at a 
definite disadvantage ir; comparison to their West European and 
Japanese competitors who are able to obtain licensing decisions in a 
more timely and effective manner. In a number of high technology 
areas, buyers do not even consider U.S. suppliers because of the un 
certainties of our licensing process.

When the Congress last considered the Export Administration Act 
in 1974, the act was amended to require the processing of license appli 
cations in 90 days. If more than 90 days were required the applicant 
would be informed of the reason for delay and told when a decision 
might be reached. In the past 2 years the licensing process has length 
ened rather than shortened and the unfortunate result has been the 
collection, by many of our members, of what have come to be known
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as "30-day notices." Again, in my own company's experience, at the 
end of 1975 it took longer than 90 days to reach licensing decisions 
o»* almost 60 percent of our major transactions with the Communist 
countries.

About the first of this year, the Commerce Department initiated 
special steps to reduce the frequent and lengthy delays in the proc 
essing of export license applications. As Secretary Richardson testi 
fied last week, the major improvement has been a reduction in the 
number of applications over 30 days old in the hands of the licensing 
divisions from 306 at the end of January to 7i> at the beginning of 
this month.

Unfortunately, the decrease in the number of applications under 
interagency review and in COCOM has been far less spectacular; from 
789 in January to 516 at the beginning of this month. Although we 
applaud these efforts to reduce backlogs, it is unlikely that they can 
be maintained if the size of the export-control staff at the Conr.ierce 
Department is inadequate. In this connection, this committee should 
view with serious concern the budgetary cuts approved by the Ap 
propriations Committee.

CONGRESSIONAL OVERSIGHT OF EXPORT LICENSING PROCESS

Additionally, Congress has the responsibility of undertaking a far 
more active oversight of the export control process. Congressional 
hearings every 2 or 3 years at which industry unhappiness is ex 
pressed can hardly qualify as active oversight.

We believe Congress needs to have a steady flow of information on 
how the Commerce Department is carrying out the objectives of this 
act in the processing of export license applications. One method o* 
securing this information would be to require inclusion in the De 
partment's periodic reports to the Congress a summary of actions 
taken and contemplated to meet or better the 90-day limit for ap 
proving or disapproving applications.

EXPLANATION OP LICENSE DENIAL
The Senate Banking Committee bill extending the Export Ad 

ministration Act, S. 3084, has proposed that an applicant for an ex 
port license be informed in writing of the specific statutory basis for 
the denial of any application. This could be an important improve 
ment in assuring greater responsiveness by the Commerce Depart 
ment. However, as presently phrased, the requirement could merely 
result in identifying which of the basic criteria of the Export Ad 
ministration Act was involved. More likely than not, this criterion 
would be national security. Such a modification would be much more 
useful if it were rephrased to require an explanation of the reason, or 
reasons, for license denial.

TECHNICAL ADVISORY COMMITTEES

I would like to talk a bit about the technical advisory committees.
In its 1972 consideration of the Export Administration Act, the

Congress established technical advisory committees to review and
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make recommendation", on U.S. unilateral and COCOM controls re 
lating to current U.S. technology and strategic needs.

The use of advisory committees has a great deal of merit. For ex 
ample, during consideration of the Trade Act of 1974, the national 
chamber developed detailed recommendations as 'o an advisory struc 
ture which would permit Government and industry to relate to each 
other in the course of the multilateral trade negotiations. This ad 
visory structure is proving to be extremely useful in providing the 
Government with the information it r^d? to conduct the negotia 
tions. It is also proving useful to the businessmen who participate 
by alerting the::> to problems or difficulties which may arise in the 
trade negotiations.

Similarly, the technical advisory committees established under the 
Export Administration Act, have great potential in assisting both 
business and Government. Through participation business can better 
understand how the '. xport control process relates to U.S. security. 
For its part, the Government receives unique access to technical and 
commercial expertise which can only be provided by the private 
sector.

It is unfortunate that these committees have not entirely fulfilled 
their potential. Improvements, such as those suggested in S. 3084, to 
increase the Government's responsiveness to the recommendations of 
these committees and to assure, greater continuity of the business mem 
bership could measurably increase the effectiveness of the committees.

DOD REPORT ON HIGH TECHNOLOGY EXPORTS

In its letter of invitation, the committee requested comment on the 
report of the, Defense Science Board Task Force on the Export of 
U.S. Technology. The national chamber recently established a task 
force on technology transfer to examine problems associated with 
technology transfer and develop possible solutions. The task force, 
is currently examining various proposals for technology transfer 
codes, and increasing trend of violations in international licensing 
agreements, and the role of high technology exports in East-West 
t rade.

Because the work of our task force has not yet l>een completed, we 
would prefer to defer detailed comment on the defense science board 
task force report. We will be pleased to supply the committee with 
copies of our report when it is completed. Meanwhile, any legislative 
action of the defense science board's task force report should be de 
layed until specific detailed responses are received from the other 
relevant departments in the export control process and from interested 
parties in the private sector.

INTERNATIONAL FRAMEWORK TO DEAL WITH HOYCOTTR

I would like to spend some time discussing foreign boycotts; first 
the need for further legislation.

Great concern has developed over the past year as to the proper U.S. 
policy response to foreign boycotts as they affect the rights and actions 
of American citizens. Much of this concern stems from the "Arab 
Boycott," a generic term referring to the refusal of many Arab na-
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tions to do business with individuals or companies doing business with Israel or Israeli entities. Although boycotts nave become a regrettable, but acknowledged, feature of international economic and foreign policy, it has been U.S. policy, supported by the national chamber, to work vigorously on both a multilateral and bilateral basis for the cur tailment and elimination of all restrictive trade practices including boycotts. Working within the international framework remains the most appropriate and most useful method of attempting to deal with boycotts.

I must stress one thing at this time. Working within the interna tional framework to reduce and eliminate boycotts is a worthy objec tive up to a point. That point is exceeded when the interests and rights of American citizens are placed in jeopardy. When this occurs the national chamber believes the only course of action is steadfast, un relenting, opposition. Sacrificing the democratic principles and egali 
tarian ideals on which this Nation was founded is not worth $1 of business.

ADEQUATE EXISTING NATIONAL LAWS

It is our belief, however, that there is currently sufficient legal basis to protect the rights of American citizens and companies. This view is based on a review of the Export Administration Act of 1969, as amended, President Ford's statement of February 20, 1975, supple mented by his Executive Order HiTS of November 20, 1975, and the Commerce Department's regulation of the same date. The President has stated that "Any allegations of discrimination will be fully inves tigated and appropriate action taken under the laws of the United States." We feel confident that these laws are adequate to deal with discriminatory or unfair trade practices, whether engaged in by foreign or domestic enterprises.

DISCLOSURE OF BOTCOTT REQUESTS

If enacted, title II of S. 3084 reported by the Senate Banking Com mittee, would require firms receiving information requests relative to the boycott, to report those requests to the Commerce Department, as is the case under current regulations. In addition, as is not the case under current regulations, these reports would be made public. Under these circumstances a firm's compliance with a request for information from a country sponsoring a boycott could be publicized and unfairly misinterpreted as an implication of wrongdoing, thus causing unwar ranted injury to the firm. The national chamber does not support such disclosures which would erode privacy rights and put unreasonable burdens on business and individuals.

STATE ANTIBOYCOTT LAWS

The national chamber acknowledges that the response of the United States to foreign boycotts is a difficult and delicate problem with definite foreign policy implications. As I have already said, we be lieve that the current statutory and regulatory framework of the Fed eral Government is adequate to address the problem. For this reason, the increasing tendency of State governments to pass differing statutes
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in this sensitive area has been disturbing. Under the Constitution the 
regulation of foreign commerce is the responsibility of the Federal 
Government and thus the national chamber urges an amendment to 
the Export Administration Act of 1969 which would make its anti- 
boycott provisions explicitly preemptive and superseding of any State 
laws in this area.

SEPARATE LEGISLATION

The extension of the Export Administration Act and the policy 
response of the United States to foreign boycotts are each important 
and delicate issues. We believe the Senate erred in combining these 
issues in one bill. Careful consideration cannot be achieved by asso 
ciating disparate issues. Should the House, despite our views, develop 
additional legislation in the boycott area, we urge that it a* l^ast handle 
it separately from legislation extending the Export Administration 
Act.

This concludes my testimony.
I would be pleased to respond to any questions the committee might 

have.
[Mr. Christiansen's prepared statement follows.]
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PREPARED STATEMENT OF THOMAS A. CHRISTIANSEN, MANAGER, INTER 
NATIONAL TRADE RELATIONS, HEWLETT-PACKARD Co., PALO ALTO, CALIF., 
ON BEHALF OF THE INTERNATIONAL COMMITTEE OF THE CHAMBER OF 
COMMERCE OF THE UNITED STATES.

I am Thomas A. Chrtstiansen, Manager, International Trade Relations, 

Hewlett-Packard Company, Palo Alto, California, and a member of the Inter 

national Committee rf the Chamber of Commerce of the United States on whose 

behalf I am appearing today. Accompanying me is Richard 0. Lehmann, staff 

executive of the Chamber's Foreign Trade Policy Panel.

We appreciate this opportunity to discuss extension, which we support, of 

the Export Administration Act of 1969, as amended, and related issues. The 

challenges facing the Chamber'6 varied membership of over 60,000 business firms, 

2,600 local, regional and state chambers of commerce, 1,100 trade associations, 
and 38 American Chambers of Commerce Abroad, have made it acutely aware of the 

need for better understanding of, and policy planning in relation to, the inter- 

dependency of nations. Clearly, a nation's export "'ollcy, including the use of 

export controls. Is an important part of that policy development process.

The policies which we adopt in the short supply, foreign policy and foreign 

boycott areas have obvious International Implications. Events of the past two 

years, relating to petroleum price increases and threats of cartellzatlon in 

other basic commodities have lent urgency to the need for an enlightened and 

flexible attitude on the part of Western governments. Restrictive unilateral 

policies aimed at gaining short-tern political or economic advantages will be 

self-defeating in the long run. Thus, it is important to frame the appropriate 
approaches to such difficult issues in as cooperative and enlightened a manner as 

possible. In this -spirit, we submit the following comments on extension of the 

Export Administration Act and related Issues.

H.R. 7665

The National Chamber supports extension to 1979 of authority contained 

in the Export Administration A.ct of 1969, as amended, to control exports to the 

extant necessary;
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(1) Co protect the domes tit economy from the excessive drain of
scarce materials and lo reduce the serious Inflationary Impact 
of abnormal foreign demand;

(2) to further significantly the foreign policy of the United 
States and to fulfill its International responsibilities;

(3) to exercise necessary vigilance over exports from the
standpoint of their significance to the national security 
of the United States.

Extension of the Act Is necessary to protect the trade, foreign policy 
and security interests of the United States. We caution, however, that overuse 
of the short supply provisions could have serious implications for the Inter 
national credibility of the United States as a reliable source of supply. The 
long-term effects of the hasty and Ill-conceived soybean embargo of June 27, 1973 
will continue to be felt AS many of our former customers seek, and other 
countries provide, permanent sources of supply. Export controls, outside of 
security considerations, are serious policy alternatives which should be employed 
sparingly and with the greatest of cure,

ADMINISTRATION OF EXPORT CONTROLS

Lack of Policy P'rcctton

A recent GAO study! criticized the implementation 01 export control 
policy as a "continuous series of ad hoc decisions and fragmented considerations." 
The GAO noted:

"... an absence of agreement on criteria and standards for _ 
determining which goods and technology should be controlled 
and whether foreign policy, commercial, or deftn;,^ consider 
ations should dominate export control policy. (The GAO) 
concluded that lack of agreement reflects fundamental iriti'r- 
ngency and international dlfTerences regarding licensing 
standards and procedures lo be followed in controlling 
exports."

It Is understandable thot there should be differences of opinion 
in the administration of export controls as la what the correct policy posture 
should be, especially In relation to trade with communist countries. Those 
administering the export control program work under a law, the Export Administra 
tion Act, which both restricts and encourages the export of American goods. They 
are also confronted with those provisions of the Trade Act of 1974 which place

* The Government's Role in East-West Trade - Problems and Issues, 
General Accounting Office, Washington, D.C. , (February 4, 1976).



358

additional restrictions on our trade relation! with communist countries.
This lack of policy direction is not unique to the export control 

process. Generally, the government is inadequately organized to conduct a 
coherent international economic policy. The problems inherent in the export 
control process .ire those more largely reflected in the conduct of U. S. 
International economic policy: poor Interdepartmental coordination and lack 
of clear focus on objectives, resulting often in tentative and Ineffective 
implementation. Although restructuring the government's approach to Inter 
national economic policy is beyond the scope of this Committee's consideration 
of the Export Administration Act, it is, nonetheless, important to understand 
that difficulties stemming from unclear policy guidelines in the export control 
area are symptomatic of a larger, more seriotis problem.

Short of addressing that owr.-.ll problem, the Committee shouK' consider 
several areas of concern:

Licensing Do lays
The most common complaint of National Chamber members about the export 

control process is the delay in Issuing export licenses, especially on high 
technology products for export to communist countries. The delays have continued 
to Increase over the past five yi-ars and represent a critical problem for 
American International business. When it is unclear how long It will take to 
receive an export license, businesses, especially smaller companies, have serious 
planning and motivational problems relating to their sales force, their work 
force and their customer!) •- not to mention penalties for late deliveries and 
cancr llntion of orders. It. S. firms arc at a definite disadvantage in comparison 
to their competitors In Western Europe and Japan who arc able to obtain licensing 
decisions in a more timely and effective manner. In a number of high technology 
areas, buyern do not even consider United States products because of the uncer 
tainties of our licensing process.

When the Congress last considered the Export Administration Act In 1974, 
the Act was amended so that all applicants whose license applications took 
longer thnn 90 days to process would be informed of the reason for delay and 
when a decision might be reached. The unfortunate result has been the collection, 
by many of our members, of what have come to be known ns "90-day notices."

About the first of this year, the Commerce Department Initiated special 
steps to reduce the frequent and lengthy delays In the processing of export



359

license applications. Although we applaud these efforts, it is unlikely that 

they can be maintained if the size of the export control staff at the Commerce 

Department is inadequate. While the processing of license applications cannot 

be handled without adequate personnel, even if the staff is doubled there il!l 
still be indecision and tentative implementation unless strong policv ''Irection 

conies from the Executive and Legislative branches of government.

Additionally, Congress hag a responsibility for more active oversight of 

the export control process than it has so far undertaken. Congressional hearings 

every two or three years can hardly qualify as active oversight. We believe 

Congress needs to have a steady flow of information on how the Commerce Department 

is carrying out the objectives of this Act in the processing of export license 

applications. One method of determining this information would ^e to require 

inclusion in the Department's periodic reports to the Congress, fs required 

under Section 10 of the Act, of a summary of actions taken to mfet or better the 
90-day limit for approving or disapproving applications.

The Senate Banking Committee bill extending the Export Administration Act, 

S. 3084, hau proposed that an applicant for an export license be informed in 

writing of the specific statutory basis for the denial of any application. Tills 

could be an Important Improvement in assuring greater respoiuiveness by the 

Commerce Department. However, as presently phrased it could result merely in 

having the Commerce Department identify which of the basic criteria under the 

Export Administration Act was being used to control the export in question. The 

criterion, more likely than not, would be the national security consideration. 

Such an amendment would be of much gre.iter use if it were phrased to require an 
explanation of the reason for a lici-nse denial.

Technical Advisory Committees
In its 1972 consideration of the Export Administration Act, the Congress 

established technical advisory committees to review and make recommendations on 

U. S. unilateral and COCOM? controls relating to current U. S. technology and 

strategic needs. The use of advisory committees has much merit in the development 
and ai'mlnlstratlon of international economic policy.

During consideration of the Trade Act of 1974, the National Chauber 

developed detailed recommendation*, reflected largely In the enacted law, as to 

how government and industry could best relate to each other in the course of the

* A multilateral Coordinating Committee of fourteen NATO countries 
and Japan which develops common policies on strategic trade controls.
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multilateral trade negotiations (KID). This advisory structure is proving to 
be extremely useful In providing the government with the information it needs to 
conduct negotiations. This structure is equally useful to the businessmen who 
provide such information by alerting then to problems or difficulties which 
may arise in the MIN.

Similarly, the technical adviaory comltteea established under the 
Export Administration Act, have groat potential in assisting both business and 
government. Through its participation business can better understand how the 
export control process relates to U. S. security. For Its part, the government 
receives unique access to technical and commercial expertise which can only be 
provided by the private sector.

It is unfortunate that these committees have not entirely fulfilled their 
potential. Improvements, such as those suggested In S. 3084 to increase the 
government's responslveness to such committees and to assure greater continuity 
of those committees' memberships could measurably Increase their effectiveness.

Transfer of Technology
In ( ts letter of Invitation, the Coonlttee requested comment on "An 

Analysis of Export Control of U. S. Technology - A DOD Perspective," a report 
of the Defense Science Board Task Force on Export of U. S. Technology. The 
National Chamber recently established a Tack Force on Technology Transfer to 
examine problems associated with technology transfer and develop possible 
solutions. The task force is currently examining various proposals for technology 
transfer codes, the increasing trend of violations in international licensing 
agreements, and the role of high technology exports in East-West trade.

Because the work of our task force has not yet been completed, we would 
prefer to defer detailed comment on the Defense Science Board Task Force Report. 
We will be pleased to supply the Committee with copies of our report when it Is 
completed. Meanwhile, any legislative a ion on the Defense Science Board's Task 
Force report should awslt detailed responses to it from the other relevant de 
partments In the export control process and fro* Interested private sector parties.

FOREIGN BOYCOTTS

Need for Further Legislation

Great concern has developed over the past year as to the proper U. S. 
policy response to foreign boycotts as th*y sffect the rights snd actions of
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American citizens. Much of this concern stems from what ii known generlcally as 
the "Arab Boycott," a term referring to the refusal of many Arab nations to do 
buslneia with Individuals or companies doing business with Israel or Israeli 
entitles. Boycotts have become a regrettable, but acknowledged International 
economic and foreign policy instrument in the postwar era. It has been United 
States policy, supported by the National Chamber, to pursue vigorously, In 
multilateral and bilateral fora, the curtailment and elimination of all restric 
tive trade practices including boycott!. This remains the most appropriate and 
most useful method of attempting to deal with boycotts in their International 
framework. There is no question when the Interests and rights of American 
citizens are at stake and In jeopardy that sacrificing the democratic principles 
and egalitarian Ideals on which this nation was founded Is not worth one dollar 
of business.

It in our belief, however, that there is currently sufficient legal baslt 
to protect tht rights of American citizen* and companies. This view Is based on 
our review of the Export Administration Act of 1969, as amended, President Ford's 
statement of February 20, 1975 supplemented by his Executive Order 11478 (November 
20, 197%), and the Commerce Deoartment's Regulation of the same date. The President 
has stated that "any allegations of discrimination will be fully investigated and 
appropriate action taken under the laws, of the United States." We fetl confident 
that these laws are adequate to deal with discriminatory or unfair trade practices, 
whether engaged In by foreign or domestic enterprises.

If enacted, Title II of S. 3084 reported by the Senate Sinking Committee, 
would not materially alter the current manner in which such matters are handled 
by the Commerce Department, with one negative exception. Provisions of that 
Title would require firms receiving Information requests relative to the boycott, 
to report those requests to the Commerce Department, as is the case under current 
law and regulation. In addition, these reports would be made public. Thus, a 
firm's compliance with an information request from any country sponsoring a boycott 
would be publicized and could be unfairly misinterpreted as an Implication of 
wrongdoing, causing unwarranted Injury to the firm. The National Chamber does not 
support such disclosure* which would erode privacy right! and put unreasonable 
burdens on business and individuals.

Federal Preemption of State Statutes
The National Chamber acknowledges that the policy response of the United

74-772 O- It ->4



362

States to foreign boycotts Is a difficult and delicate problem with definite 
foreign policy Implications. As we have already noted, we believe that the current 
statutory and regulatory framework of the federal government Is adequate to 
Address this problem. Fcr this reason, the increasing tendency of state 
governments to pass differing statutes in this sensitive area has disturbed us. 

Under the Constitution thr regulation of foreign commerce is the responsibility 

Of the federal government and thus the National Chamber urges an amendment to the 
Export Administration Act of 1969 which would make its anti-boycott provisions 

explicitly preemptive and superseding of any state laws in this area.

Separation of Issues
The extension of the Export Administration Act and the policy response 

of the United States to foreign boycotts are eoch important and delicate issues. 

We believe the Senate erred in combining these issues in one bill. The careful 
consider.ition that should be accorded policy development in both areas cannot he 
achieved by associating disparate issues. Should the House, despite our objections, 
develop additional legislation In the boycott area, we urge that it at least 
handle it separately from legislation extending the Export Administration Act.
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Chairman MORGAN. Thank you.
We will wait until after Mr. McCloskey is finished.
You may proceed, sir.

STATEMENT OF PETEB F. McCLOSKEY, PRESIDENT OF THE COM 
PUTER AND BUSINESS EQUIPMENT MANUFACTURERS ASSOCIA 
TION, TESTIFYING FOR THE JOINT HIGH-TECHNOLOGY INDUS 
TRIES GROUP

Mr. MCCLOSKEY. Mr. Chairman and distinguished members of the 
committee, I am Peter F. McCloskey, president of the Computer and 
Business Equipment Manufacturers Association. For the purposes of 
this important hearing I am testifying as spokesman for an informally 
structured interassociation "Joint High-Technology Industries 
Group." The industries represented by this group are aerospace, com 
puters, electronics, general aviation, and machine tools. These are the 
same industries that comprise the industrial sector identified as "high 
technology" by the Office of Export Administration [OEA] of the 
U.S. Department of Commerce. It is the products of this sector that 
OEA has stated gives them the most difficulty and creates the greatest 
delay in the processing of export license applications.

We appear as a combined group because we felt that the time con 
straints placed on you would preclude a full hearing of each individ 
ual association's views. The specifics pertaining to each industry are 
contained in the individual statements which have been or will be 
submitted by our respective associations to be entered into the record, 
along with previous testimony given March 24,1.976, before the Sub 
committee on International Trade and Commerce of this committee.

Accompanying me as representatives of the industries are for Aero 
space Industries Association. Mr. Ai Stoffel of the Boeing Co.; Mr. 
Hugh Donaghue of the Control Data Corp., repre> • nting the com 
puter industry; Mrs. Jane Davis, of G.T. & E., icpresenting the 
Electronic Industries Association; and Mr. Edward Leffler, of the 
National Machine Tool Builders Association.

The annual contribution of our industries to the gross national 
product is approximately $70 billion, with $15 billion representing 

.yearly exports. These dollar amounts are produced by the over 10 
million Americans our companies employ.

The high-technology industries I represent firmly endorse the belief 
that this Nation's military security must not be breached. A strong, 
effective, efficient defense establishment is vital to our country and the 
free world. By the same token, the Nation's economic security must 
also not be breached—but must be increasingly strengthened. The 
high-technology industries play a vital role in both the military and 
economic security of this country. Our domestic sales along with our 
export sales make a significant contribution to the GNP of the United 
States and provide employment for Americans in every State. Our 
sales also enable us to maintain expensive research and development 
programs so vital to the American technological lead.

We request that you consider certain amendments to the Export 
Administration Act which in our opinion will continue to maintain 
this Nation's military secuiity, while at the same time strenghten its
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economic security through increased export sales. The importance of 
this act to our industries cannot be stressed strongly enough, and we 
hope that full consideration to positive changes to the act will be given 
by this committee, especially in the light of a proposed 3-year exten 
sion to the act. If, in the opinion of the committee, insufficient time re 
mains this year for a full consideration and review of the many changes 
proposed in the act, you may want to recommend a simple 9-month 
extension of the current act—from September 30, 1976, to June 30, 
1977.

EXPORT LICENSING PROVISIONS OF 8. 3084

We have the following specific recommendations for amending the 
present Export Administration Act. First, we commend to your atten 
tion title I of Senate bill 3081 which has been approved by the Senate 
Banking Committee, and recommend that you adopt this title with 
some additions and clarifications. Title I of S. 3084 would make the 
following changes in the current act:

One: It would require Commerce to notify an applicant when his 
license is being forwarded to COCOM and permit mm to review the 
documentation to make certain it accurately describes the goods or 
technology for which a license is sought;

Two: It would change the criteria for placing a country on the con 
trolled list, so that factors other than Communist or non-Communist 
status are considered—these new factors would include potential 
friendship with the United States and willingness to control retrans- 
fers of U.S. exports;

Three: It would require an 18-month Commerce Department study, 
which is to include simplification of the control lists; however, in this 
regard, we recommend the time limit for this report to the Congress 
should be reduced to 9 months. This is in keeping with the rapid tech 
nological advances in our industries;

Four: It would increase the terms of the industry members of the 
technical advisory committees (TAC's) from 2 to 4 years;

Five: It would require Commerce to consult with the TAC's on 
COCOM and on a number of other issues, and if their advice is not 
accepted by the Government, to inform them of the reasons. However, 
we believe this section should be further amended to make clear that 
this feedback should be accomplished in a reasonable period of time. 
In addition, we feel that there should be interindustry communication 
among members of the various TAC's. Such an exchange of informa 
tion which is not now permitted can lead to a more efficient, expert, and 
balanced advisory role for the TAC's. Such an amendment would 
greatly strengthen the TAC's and the export control process as a 
result; and

Six: Title I would also require the Department of Commerce to 
notify applicants of the specific statutory reason for an export license 
denial. We endorse this amendment; however, we believe it can be 
strenghtened. In our industries where technology moves so rapidly it 
is poasible that certain license applications can be incorrectly evaluated 
on a technical basis. Since these technical evaluations give guidance to 
those responsible for making the licensing decision, we feel that an 
exporter should be given both the statutory and the technical reasons 
for a 1 icense denial.
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MILITARY END-USE

In addition to the foregoing amendments offered in the Senate, we 
have the following recommendations:

Section 4(h) of the current act empowers the Secretary of Defense 
to recommend denial of an export if the goods or t<x:hnology "will sig 
nificantly increase the military capability" of a country within a con 
trolled destination. Unfortunately, the Defense Department has 
incorrectly interpreted this language to mean "will possibly increase." 
The GAO Report on East-West Trade of February 1976 highlights 
this problem and recommends that probable rather than possible mili 
tary eiid-use be taken into consideration. Consistent with the GAO 
report, vre recommend that section 4(h)(l) and 4(h)(2)(A) be 
amended to insert the words "in all probability" before the words "sig 
nificantly increase the military capability of the country * * *."

LICENSING DELAYS

The Senate Bunking Committee did not directly address the prob 
lem of licensing delays in their amendments to the act. However, that 
committee did adopt very strongly worded report language, making 
clear congressional intent that these unconscionable delays should be 
eliminated. This distinguished committee should directly address this 
problem by way of statutory language. Strong policy direction is 
needed at the highest level or Government in both the executive and 
legislative branches. Without this, no streamlining of the process will 
be possible. More concretely, we propose that the Congress should be 
kept informed as to the progress being made in reducing licensing 
delays to the 90-day objective. This could be accomplished by amend 
ing section 10 of the Export Administration Act by the addition of 
a new paragraph (c) as follows:

(c) The semiannual report required for the second half of 1976 and every 
second report thereafter shall Include a summary of those actions which have 
Iteen taken or which are contemplate! to meet or exceed the objective of approv 
ing or disapproving export license applications within 90 days of submission, as 
specified by Section 4(g).

CONGRESSIONAL OVERSIGHT

In addition, this committee may find that its oversight function will 
be strenghtened, if the act is extended on an annual—rather than a 
3-year basis—until you are satisfied that the delay problem has been 
properly addressed by the agencies involved.

TECHNICALLY QUALIFIED PERSONNEL

We recommend a fulltime Operating Committee, permanently 
manned by technically qualified personnel from the Departments of 
Commerce, State, and Defense and the Energy Research and Devel 
opment Administration to provide "advice and consultation" to the 
Department of Commerce. Other agencies could be consulted, as 
appropirate, on an ad hoc basis. We strongly agree with the GAO 
report that the unanimity rule currently practiced by the Operating 
Committee should be eliminated, and that the Department of Com-
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merce—after having consulted other pertinent agencies—should make 
the final export decision taking into account all factors involved in the 
transaction.

We have recommended that this committee adopt statutory and 
report language aimed at ending the delays now inherent in thie cur 
rent administration of this act. If the committee finds that additional 
personnel are necessary to implement those recommendations, the 
required funds should be authorized and appropriated. Conversely, 
we are hopeful that the Congress will not permit understandable 
frustration with bureaucratic inefficiency and unresponsiveness to 
lead to substantial budget cuts for OEA. Clearly, this could be a 
step in the wrong direction.

By the same token, merely adding additional personnel will not 
solve the problem unless those additional personnel arc adequately 
trained and technically qualified to evaluate the licensing of high- 
technology exports.

SIMPLIFED COMMODITY CONTROL LISTS

We strongly recommend that the Export Administration regula 
tions, including the commodity control list, be rewritten so they can 
be readily understood, not only by major companies who have full- 
*ime staffs actively engaged in this area, bnt also by the many small 
companies who cannot afford full-time personnel to interpret the 
complex wording and definitions currently published by their own 
Government.

Further, these regulations should enable easy interpretation by 
Commerce Department frvl office personnel who are the initial con 
tacts for most of these Sinai I companies.

UNILATERAL tl.H. EXPORT CONTROLS*

Finally, we believe that this committee should give serious con 
sideration to eliminating unilateral U S. export controls, those over 
and above the COCOM list. Our Government's insistence upon impos 
ing unilateral controls serves as a severe impediment to U.S. exporters 
and works to the marked competitive disadvantage of American com 
panies and the workers they employ. At the same time, unilateral 
controls do not prevent access of controlled countries to high tech 
nology exports because our COCOM trading partners, and other in 
dustrial nations, are ready, willing, and able to provide ihem.

DOD REPORT ON HIGH TECHNOLOGY EXPORTS

We would be remiss if we left here today without mentioning the 
report of the defense science board task force on technology 
transfer—commonly referred to as the "Bucy Report." The indi 
vidual associations have gone into greater detail than we have time 
to do here, and we would be happy to answer questions concerning 
our views. We do have a number of reservations about this well- 
prepared document.

We agree that our Defense Establishment must be strong enough to 
deter aggression from any source, and that the national military
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security must not be breached. By the same token we do not believe 
that the Department of Defense should be the policy strategymaking 
unit of our Government in the commercial arena. It definitely should 
have input into the decisionmaking process. However, in a civilian 
government such as ours, the control and administration erf commerce 
must reside apart from the military. In summary, this report, useful 
as it is, should not be considered a blueprint or foundation for new 
legislation or change 3 in the present act. It should be melded with the 
perspectives of the other involved departments and agencies, in order 
that we can maintain our military strength and our economic growth, 
which would not be possible if this report were implemented in its 
entirety.

Thank you very much. In closing I refer you once again to the 
written testimony being submitted by each member of our high-tech 
nologies group on whose behalf I have spoken today.

The entire panel accompanying me will be pleased to answer any 
questions that you may have. Thank you.

Chairman MORGAX. Thank you. Mr. McCloskey. Your prepared 
statement will be made a permanent part of the record.

[Mr. McCloskey's prepared statement follows:]

PREPARED STATEMENT OF PETER P. MCCLOSKEY, PRESIDENT OF COMPUTER
AND BUSINESS EQUIPMENT MANUFACTURERS ASSOCIATION 

HIGH-TECHNOLOGY INDUSTRIES

For Aerospace: The Aerospace Industries Association, AIA,
For Computers & Business Equipment: The Computer and Business Equip 

ment Manufacturers Association, CBEMA.
For Electronics: The Electronic Industries Association, EIA; and The Western 

Electronic Manufacturers Association, WEMA.
For General Aviation: The General Aviation Manufacturers Association, 

GAMA.
For Machine Tools: The National Machine Tool Builders Association, NMTBA.
Mr. Chairman and distinguished members or the committee, I am Peter F. 

McCloskey, President of the Computer and Business Equipment Manufacturers 
Association. For the purposes of this important hearing I am testifying as 
spokesman for an informally structured inter-association "Joint High-Technology 
Industries Group." The industries represented by this Group are aerospace* com 
puters, electronics, general aviation, and machine tools. These are the same in 
dustries that comprise the industrial sector identified as "high technology" by 
the Office of Export Administration (OEA) of the U.S. Department of Com 
merce. It is the products of this sector that OEA has stated gives them the most 
difficulty and creates the greatest delay in the processing of export license 
applications.

We appear as a combined group because we felt that the tinw constraints 
placed on yon would preclude a full hearing of each individual association's 
views. The specifics pertaining to each industry are contained in the individual 
statements which have been or will be submitted by our respective associations 
to be entered into the record, along with previous testimony given March 24, 
1976, before the Subcommittee on International Trade and Commerce of this 
Committee.

The annual contribution of our industries to the Gross National Product is 
approximately $70 billion, with $15 billion representing yearly exports. These 
dollar amounts are produced by tue over 10 million * Americans our companies 
employ.

The high-technology industries I represent firmly endorse the belief that this 
nation's military security must not be breached. A stronge, effective, efficient

1 Derived from Bureau of Labor Statistics formula.
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defense establishment Is vital to our country and the free world. By the same 
token, the nation's economic security must also not be breached—but must be 
increasingly strengthened. The high-technology industries play a vital lole in 
both the military and economic security of this country. Our domestic sales 
along with our export sales make a significant contribution to the GNP of the 
U.S. and provide employment for Americans iu every state. Our sales also enable 
us to maintain expensive research and development programs so vital to the 
American technological lead.

We request that you consider certain amendments to the Export Administra 
tion Act which in our opinion will continue to maintain this nation's military 
security, while at the same time strengthen its economic security through in 
creased export sales. The importance of this Act to our industries cannot be 
stressed strongly enough, and we hope that full consideration to positive changes 
to the Act will be given by this Committee, especially in the light of a proposed 
three year extension to the Act. If, in the opinion of the Committee, insufficient 
time remains this year for a full consideration and review of the many changes 
proposed in the Act, you may want to recommend a simple 9-month extension 
of the current Act—for September 30,1976, to June 30,1077.

We have the following specilic recommendations for amending the present 
Export Administration Act. First, we commend to your attention Title I of Senate 
Bill 3084 which has been approved by the Senate Banking Committee, and recom 
mend that you adopt this Title wim some additions and clarifications. Title I of 
B. 3084 would make the following changes in the current Act:

(1) It would require Commerce to notify an applicant when his license is being 
forwarded to COCOM and permit him to review the documentation to make 
certain it accurately describes the goods or technology for which a license is 
sought;

(2) It would change the criteria for placing a country on the "controlled list," 
so that factors other than Communist or non-Communist status nrc considered 
(these new factors would include potential friendship with the U.S. an,! willing 
ness to control retransfers of U.S. exports) ;

(3) It would require an 18-month Commerce Department stud. . which is t<> 
include simplification of the control lists; however, in this re; -id, we rero'nniend 
tho time limit for this report to the Congress should l>o reduced to 0 months. 
This is in keeping with the rapid technological advances in »ur industries.

(4) It would increase the terms of the Industry members m" the technical ad 
visory commltteei* (TAC's) from 2 to 4 years;

(5) It would require Commerce to consult with the TAC's on COCOM and on 
a number of other issues, and if their advice Is not accepted by the government, 
to inform them of the reasons. However, we believe this section should be further 
amended to make clear that this feedback should be accomplished in a reasonable 
period of time. In addition, we feel that there should be !> ter-industry communi 
cation among members of the various TAC's. Such an ex -hange of information 
which is not now permitted can lead to a more efficient: expert, and balanced 
advisory role for the TAC's. Such an amendment would greatly strengthen the 
TAC's and the export control process as a result; and

(0) Title I would also require the Department of Commerce to notify appli 
cants of the specific statutory reason for an ex]K>rt license denial. We endorse 
this amendment; however, we believe it. can bo strengthened. In our industries 
where technology moves so rapidly it is (tossibie that certain license applica 
tions can be incorrectly evaluated on a technical basis. Since these technical 
evaluations give guidance to those re»|»onsHile for making the licensing decision, 
we feel that an exporter should be given both the statutory ant" the technical 
reasons fur a li« e.ise denial.

la addition to the foregoing amendments offered in the Senate, we have the 
following recommeuuations. Section 4(h) of the current Act empowers the 
Secretary of Defense to recommend den'al of an export if the goods or technology 
"will significantly increase the military capability" of a country within a con 
trolled destinatir;. Unfortunately, the Defense Department has incorrectly in- 
1 • ,-etert this language to mean "will possibly increase." The GAO report on 

t-Wost trade of February 1076 highlights this problem and recommends ihat 
proiftble rather than possible military end use be taken into consideration.

Consistent with the GAO report, we recommend that Section 4(h)(l) and 
4(h)(2)(A) be amended to insert the words "in all probability" before the 
words "significantly increase the military capability of the country . . .".



The Senate Banking Committee did not directly address the problem of 
licensing delays in their amen<lmentii to the Act. However, that Committee did 
adopt very strongly worded report language, making clear Congressional intent 
that these unconscionable delays should be eliminated. This distinguished Com 
mittee should directly address this problem by way of statutory language. Strong 
policy direction is needed, at the highest level of government in both the Execu 
tive and Legislative Branches. Without this, no streamlining of the process will 
be possible. More concretely, *•- propose that the Congress should be kept in 
formed as to the progress beiiu made in reducing licensing delays in the 90-day 
objective. This could be accomplished by amending Section 10 of the Export 
Administration Act by the addition of a new paragraph (c) as follows:

"(c) The semiannual report required for the second half of 1976 and every 
second report thereafter shall Include a summary of those actions which have 
been taken or which are contemplated to meet or exceed the objective of approv 
ing or disapproving export license applications within 90 days of submission, 
as specified by Section 4(g)."

In addition, this Committee may find that its oversight function will be 
strengthened if the Act Is extended on an annual—rather than a 3-year 
basis—until you are satisfied 'that the delay problem has been properly 
addrewed by the agencies involved.

We —amend a fulltime Operating Committee, permanently manned by 
technica. qualified personnel from the Departments of Commerce, State, and 
Defense, and the Energy Research and Development Administration to provide 
"advice and consultation" to the Department of Commerce. Other agencies could 
be consulted, as appropriate, 01 an ad hoc basis. We strongly agree with the 
OAO report that the unanimity rule currently practiced by the Operating 
Committee should be eliminated, and that the Department of Commerce • * * 
after baring consulted other perMnent agencies * * * should make the final 
export division taking into account all factors involved in the transaction.

We hnre recommended that this Committee adopt statutory and report lan 
guage aimed at ending the delays now Inherent in the current administration 
of mis Act If the Committee finds that additional personnel are necessary to 
implement those recommendations, the required funds should be authorized 
and appropriated. Conversely, we are hopeful that the Congress will not permit 
understandable frustration with bureaucratic inefficiency and unresponslveness 
to lead to substantial budget cuts for OEA. Clearly, this could be a step in 
the wrong direction.

By the same token, merely adding additional personnel will not so! re the 
problem unless those additional personnel are adequately trained and technically 
qualified to evaluate the licensing of high-technology exports.

We strongly recommend that the Export Administration Regulations, includ 
ing the Commodity Control List, be re-written so they can be readily understood, 
not onlr by major companies who have fulltime staffs actively engaged In this 
area, but also by the many small companies who cannot afford fulltime personnel 
to Interpret the complex wording and definitions) currently published by their 
own Government.

Further, these regulations should enable easy Interpretation by Commerce 
Department field office personnel who are the Initial contacts for most of these 
small companies.

Finally, we believe that this Committee should give serious consideration to 
eliminating unilateral U.S. export controls, those over and above the COCOM 
list. Our Government's insistence upon Imposing unilateral controls serves as a 
severe Impediment to U.S. exports and works to the marked competitive dis 
advantage of American companies and the workers they employ. At the eame 
time, unilateral controls do not prevent access of controlled countries to hi^L- 
technology exports because oar COCOM trading partners, and other industrial 
nations, are ready, willing and able to provide them.

We would be remiss if we left here today without mentioning the report of 
the Defense Science Board Task Force on Technology Transfer (commonly re 
ferred to as the "Bncy Bepoit"). The Individual associations have gone Into 
greater detail than we have time to do here, and we would be happy to answer 
questions concerning our views. We do have a number of reservations about 
this well prepared document. We agree that our defense establishment must be 
strong enough to »I?ter aggression from any source, and that the national 
military security most ?ot be breached. By the same tofc,n we do not believe



370

that the Department of Defense should be the policy strategy making unit of 
our Government in the commercial arena. It definitely should have input into 
the decision making process. However, in a civilian government such as ours, 
the control and administration of commerce must reside apart from the military. 
In summary, this report, useful as it is, should not be considered a blueprint or 
foundation for new legislation or changes in the present act. It should be melded 
with the perspectives of the other involved departments and agencies, in order 
that we can maintain our military strength and our economic growth, which 
would not be possible if this report were implemented in its entirety.

Thank you very much. In closing I refer you once again to the written testi 
mony being submitted by each member of our high-technologies group on whose 
behalf I have spoken today.

IMPACT OF STRONG ANTTBOYCOTT LEGISLATION

Chairman MORGAN. Mr. Christiansen, in testimony before this 
committee last Thursday it was suggested that many companies would 
welcome strong antiboycott legislation so they could assert it was 
against U.S. law to participate in a boycott. It was further suggested 
by this witness that if the United States were to take a strong stand 
against the boycott, the Arab nations would backdown because they 
want the superior U.S. products and business know-how.

Would you care to expand on these two assertions?
Mr. CHRISTIANSEN. I can give you some personal comments. The 

first one is that this is a judgmental area. I don't think anybody knows 
and there is no survey that possibly could be taken that would give 
definitive information.

The second point is that those people who are quite familiar with 
the Arab countries and with the Arabs feel that the positions they 
take and the requests they make, are undertaken quite seriously. It 
isn't a flash-in-the-pan, spur-of-the-moment thing. It is something 
they feel very serious about, particularly certain countries, Saudi 
Arabia, for example.

In the view of a number of these people, more stringent U.S. boy 
cott rules would indeed seriously affect U.S. business and U.S. 
employment.

Certain products would continue to be purchased; a number of 
electronic items; for example, where the United. States has a very 
strong technological edge, or where the products are far more reliable, 
more useful, or nave some other important competitive characteristics. 
I suspect the Arabs would either remove the boycott provisions from 
their inquiries and contracts, or if a U.S. firm was unresponsive they 
would ignore it.

I think the danger lies in considering that all or most U.S. products 
have this competitive edge.

This is simply not true. U.S. products with strong competitive 
superiorities are very much in the minority.

My feeling is that if the United States took a very strong position 
and came down hard o« the secondary boycott issue, the U.S. business 
would be affected ratL.,.1 severely and that this would have its impact 
on U.S. employment.

Chairman MORGAN. You think they would pick and choose the 
essential products they would let through and the other ones they 
would boycott?

Mr. CHRISTIANSEN. Yes; I think they would pick and choose.
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DELAY IN PROCESSING EXPORT LICENSES

Chairman MORGAN. I have a two-part question. I would like to get 
both of your views on this question.

Both of you have criticized the length of time it takes to process 
high-technological export license applications. The first part of the 
question (a) would you give us your explanation of why it takes ho 
long, and (6) further, which is preferable, the current system of 
delays, or for Congress to place a time restraint, say, of 45 days or 
60 days, which might lead to more denials of licenses under the exist 
ing programs!

I would like to hear from both of you.
Mr. McCix>8KET. I think to answer the latter half of your question 

first, we are concerned about having an arbitrary early date which 
would facilitate the easy answer of denying an export license rather 
than going through the evaluation procedures required. So there is 
in my judgment, anyway, speaking for only one of the high-tech 
nology groups, a concern that if we did have a 45-day time limit that 
we would get denials rather than honest evaluations. So we are con 
cerned that we get an honest evaluation and that that be done as 
expcditiously as possible.

As for the first part of your question, I think in our particular 
industry segment, we suspect there are sometimes political consid 
erations that enter into the license approval phase. It is not necessarily 
strictly evaluated on its own merits, pa ticularly with the larger 
systems that come up for review, and I thing the general feeling in the 
administrative process is that part of the controls objective may be 
arrived at by not expeditiously handling the licenses themselves, that 
that would delay the use of the technology for a period of time.

Mr. CHRISTIAN-SEN. I feel the 90-day requirement is appropriate and 
it is a goal that can be reached. I think -we have already seen some 
demonstration of this in the extra work the Commerce Department has 
done sineo the first of the year to reduce delays. My company is begin 
ning to see some effect of this in our own applications and in other 
things that are coming through. I think 90 clays is reasonable and a 
time frame that most exporters of high-technology products would be 
very happy to live with, provided that 90 days was actually achieved. 

A 90-day maximum processing cycle would permit you to keep your 
sales force and your customers interested and still not be impossible for 
the Government so far as the administrative handling of applications 
is concerned.

Now when we come to the question of why the delays, I think we 
find a two-pronged problem. I think this is illustrated in Secretary 
Richardson's statistics. He indicated that the number of applications 
in the hands of the Commerce Department's licensing officers had 
decreased since the first of the year from 306 to 75, a very substantial 
reduction, but that the total number of applications in the Department 
only dropped to 516. I think this is the crux of the problem. Addi 
tional people in the Commerce Department can speed np the basic 
licensing review and get the essential staffing done, but when these 
applications go ort to interagency review, and most of the tough ones 
do, it can take an indeterminate amount of time for the various agen-
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cies to review the transactions for their particular viewpoints, to pre 
pare and submit reports, and then to thrash out the issues and decide 
whether the U.S. Government should approve or deny.

The rule of unanimity is followed. It is true that the Secretary of 
Commerce—the Assistant Secretary in many cases—has the authority 
to approve or deny applications, but they don't do so without the sup 
port of the interagency committee. So in effect a unanimous decision 
is required. That is a prime area of delay and I think the solution rests 
on getting more and stronger people involved in the interagency 
committee.

Chairman MORGAN*. Mr. Lagomarsino.

PO8T8HIPMENT SAFEGUARDS

Mr. LAGOMARSINO. Mr. Chairman, I have one question for Mr. Mc- 
Closkey. I would like to ask him to submit it for the record, though, 
because there is a vote on the floor.

Last Friday I asked Secretary Richardson if postshipment safe- 
uards were useful and effective, or whether they were ineffective, and 
ie replied they were useful and effective and caused no problems on 

companies to administer and perform.
I would like to have your views on that. I understand that you don't 

agree with that at all. I would like to have your views for the record.
Mr. McCi/)8KKY. We will be glad to address that.
[The information to be supplied for the record follows:]

6
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CBEMA 

Pew F Medockey

July 21. 1976

The Honorable Thoma* E. Morgan
Chairman
International Relations Committee
United Statea House of Representatives
2170 Rayburn House Office Building
Washington. D. C. 20515

Dear Co-igrrciman Morgan,

This letter I* in response to your Committee'* request for information. 
In hearings June 15, Congressman Lagomaraino asked for our industry's 
reaction to Secretary Richardson's testimony of June 11 concerning computer 
safeguard*. In testimony and under questioning, Secretary Richardson 
stated that our industry was satisfied with the way the safeguards system 
operates, that our industry felt ja/eguards could work, and that in any case 
we would prefer such «afeguard» over forfeiture of the business.

As a general sti-tement, it is true that our member companies have accepted 
the safeguards system imposed upon us because the government has stated the 
only alternative is forfeiture of tha business. But it is not true that our 
member companies are satisfied with the safeguards, and especially how the 
system works. CBEMA believe* there is wide latitude for changes in the 
system, changes that would reduce co*t* to the companies and to the U.S. 
Government and at the same time provide adequate protection for the national 
security of the U . S. without the threat of forfeiture of U. S. business.

We believe that aafeguardf above a certain level have not been proven 
effective, do little to increase the inhibitions against diversion above those 
of leaser safeguards, are costly to the American firm, and jeopardise the 
safety of their employee*. These particularly onerous and costly safeguard 
requiremc \U are those requiring resident technicians and monitoring of 
systems usage. These safeguards, with their costs and riaka to personnel 
do not add a sufficient increment of protection to justify their continuation. 
The residency requirement Is expensive (up to $120,000 per year for one 
system in the U .S .5 .R.), it ia difficult for a company to recruit personnel



374

for remote locations, and the performance of the functions required by 
the U.S. safeguards, such as obtaining and returning to the U.S. 
Embassies copies o.'program execution data, nay put them in personal 
danger. If the safeguard data were found to have contained State secrete, 
the employee could be subject to arrent for industrial espionage. The 
effectives of safeguards at this level should be carefully evaluated before 
asking any employee of a U. S. corporation to assume these risks. But since 
1971, the U. S. has insisted on these types of safeguards, without considering 
realistically their functional effectiveness or impact on the companies 
implementing them. In addition, these safeguards are imposed on all markets, 
-•ven the People's Republic of China, not .ecognizing the different diplomatic 
status and refusal of the Chinese to accept such intrusion on their 
sovereignty. Such safeguards are totally unacceptable to the People's Republic 
of China.

The Computer Systems Technical Advisory Committee of the Department 
of Commerce addressed the issue of safeguards in May, 1974. This TAC was 
composed of nine knowledgeable experts in the field, seven from the 
government and two from industry. Those of our industry close to the subject 
feel the conclusions drawn at that time are still valid today. CBEMA would 
refer you, in your oversight capacity, to the Report of the Subcommittee on 
Safeguards of the Computer Systems Technical Advisory Committee dated 
May 24, 1974. Qualified Industry members would be ready to discuss this 
TAC report with your committee and with Secretary Richardson. (Despite the 
expertise that went into the Technical Advisory Committee's deliberations, its 
conclusions have apparently not been accepted by the government. I say 
"apparently* because the committee was not informed of the results of its 
recommendations, and the U. 6. Government continued to issue such 
safeguards.)

CBEMA also did A study in 197Z on the issue of safeguards. It 
concluded that the most effective safeguards for major computer systems 
would be one of "guaranteed access" to the installation and the system, on 
a regular and/or random basis. This would, in our view, remove many of 
the costs to the American firm, risks to its personnel, and irritation to the 
user, all without any significant increased threat of military diversion to



375

the detriment of U . S. national security. Attached is a copy of the CBEMA 
study.

The time has come to seriously reanalyze the safeguards znd conditions 
being employed. CBEMA strongly recommends that (he National Bureau of 
Standards be employed in exploring lens costly, yet equally etfic'.ent 
safeguards. Attached is a copy of a letter to Secretary Richardson in this 
regard. The Secretary will also receive a copy of this letter.

Government and manufacturer resources are being wasted in the present 
process, and the ability to apply large computers for civil use is being 
serious!/ and unnecessarily curtailed. The export contiol -onununity, 
Department of Defense, the National Bureau of Standards, and industry 
should review this National Bureau of Standard* study upon its completion.

Your committee in its oversight capacity of the export administration 
procesn, should be aware of this problem area. You should also be aware 
that we have recommended an amendment to the Export Administration Act 
which wr-ild require that Technical Advisory Committees be informed of the 
results of their recommendations. The Technical Advisory Committee report 
referred to above has disappeared in the bureaucracy with no effect on the 
safeguard system . That it had no effect is one of the major reasons for this 
letter.

PFM/llh 
Enclosures

cc: The Honorable Elliot L. Richardson,
United States Department of Commerce 

Congressman Robert J. Lagomarsino 
Congressman Jonathan B . Bingham
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STATEMENT OF THE BUSINESS EQUIPMENT MANUFACTURERS ASSOCIATION
PROPOSED COMPUTER EXPORT..UCENSlNG.KEQUlgEMje_NTS_

Overview

In his 1972 Korelgri Policy Report, President Nixon cited his efforts to 

Improve and expand mutually beneficial economic relation? with the USSR, 

Yugoslavia, Romalna, Poland and Hungary. He stated:

"Our trade with Eastern iX-rope since 1SC8 has substantially 
Increased, and we expect ii to contii.' c to grow. Trade 
provides a material foundation fcr 'urthei development of 
normal relations."*

The Williams Report, however, describes the pervasive influence thai 

national security and foreign policy have had on our trade relationships with 

East Europe and the USSR. 2

In the past, a very restrictive export control policy has been effected 

through both national export control programs and the Tree World COCOM system. 

However, the COCOM system, resting as It docs on agreement among the major 

Free World nations. Is facing Increasing pressures to restrict the definitions of 

strategic Items as the nations Involved seek to normalise theii relationships with 

Cast Europe and the USSR.

The U. S., however, maintains more strict controls than its COCOM i 

ners and Is meeting Increasing opposition from its partners to the maintenance ^f 

contro's «s thev Increase their export capability. The Williams Report concludes:

"President's Report to the Congress, "Uni'od States foreign Policy for the 
1970's: The rmerqing Structure of Pc.ire," February 9. 1°72, Weekly Compilation 
of Presidential Documents. Vol. B. No. 7, p. 279.

'Commission on International Tr.idc <ind Invcr.tmoit Policy, "United States 
In1em.iljon.il Economic Policy In nn Interdependent World. " July 1971, pp. 2GO, ZU1.
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"The Communist nations' can thus obtain from the West 
most goods and technologies that are restricted by the 
United States, but not by other COCOM countries." 3

The conclusions to be drawn from this situation are clear: With alternate •

•ourcnc of supply Increasingly available, U. S. controls should be identical to the 

COCOM controls. In addition, the U. S. control mechanism should be reformed 

and administrative burdens for clearly exportable items which the current system 

imposes on U. 8. manufacturers only "should be eliminated.

BEMA considered the Impact of the current Export Control program in its

•tatement "Foreign Trade Issues Affecting the Data Processing Equipment Manufacturlr.g 

Industry." -On paga seven we stated:

"Much could be accomplished under current law to correct 
existing deficiencies in the export control procedures. The 

' recommendations following are aimed at removing the admin 
istrative burden from clearly exportable computer equipment:

• The Department of Commerce ehould review Immediately 
the rationale and practicality of export control to each 
country group with the objective of placing U.S. com 
panies on an even footing with companies based in 
other CCCOM countries.

• The computer hardware and software products and computer 
systems for which export licenses have been requested fn . 
the past should then be reviewed for each country group to 
determine whether that product Is exportable, not currently 
exportable, or provisionally exportable to that country group.

• froduct* clearly exportable should be subject only to 
routine, periodic reporting (similar to the procedures 
applicable under a'General Distribution License).

• For provisionally exportable product*, specific guide 
lines should be published stating, for ea h country 
group, the conditions under which those products will 
be gra/ited a license. •

74-772 O - Tf - «
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• In those specific instance* when the export of a given 
product could be conceivably in conflict with national 
policy, procedures should be established for Issuance 

•of rulings upon submission of a specific request, regard 
less of the status of negotiations between the vendor and 
vendee.

The data processing equipment Industry is concerned, fundamentally, that 

whan products are exported to Group Y countries:

• The'personnel assigned by U. 8. companies to support these 
installations are not required to perform functions for which 
they are net treined or which expose the.i>, and possibly their 
families, to personal danger;

• That the companies in all COCOM countries are treated alike;

• That no company is required to perform actions which might be construed 
as espionage by the users country;

• That the conditions of licenses are not so burdensome that trading itself 
is made uneconomical.

The report following examines In detail currently proposed conditions to 

be met by licence*!. These proposals in targe pan codify accepted practice 

or make reasonable extensions thereto.

There are three proposals, however, to which clear exception is taken:

• Requiring vendor personnel to report to the U. S. Government their 
observation of activities at the end user Installation.

• Requiring vendor personnel to draw conclusions and certify the non 
diversion of the installation.

• Requiring,without taking all factors into account, a Western repre 
sentative of the vendor to be resident at the installation.
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Most of the proposals reviewed are aimed at minimizing the exposure of 

the equipment to diversion (by ascertaining the business of the end user, etc.).

• Those to which clear exception is taken, however, are designed to provide a 

monitoring capability. In our technical view, the current capabilities of equip 

ment and knowledge are insufficient to assure completely that the resources of

. anil operating installation are completely undiverted.

H. Business Equipment Manufacturers Association (BEMA)

BEMA is a trade association which has represented the business equipment 

industry for over fifty years. It Is also the approved sponsor under the American 

National Standards Insti^'.e (formerly the American Standards Association) for 

the establishment of domestic and International standards related to information 

processing, computers and office machines.

BEMA is divided Into two semi-autonomous product oriented groups:
• The Data Processing Group (DPG

• The Office Machines and Equipment Group (OMEG)

Thit statement has been prepared by the Data Processing Group. A list of the 

DPG member companies Is attached as Exhibit A. The DPG member companies 

have been In the forefront of major developments In concept and application that 

have brought the computer and data processing field to its present significant 

jtatuc both domestically and Internationally. fh?y are engaged In diverse activities 

in this field; such as, applied research ow! -y.-;om.s dc-vo!or>ffierit; tl* engineering .
•

mnnufncturing, flnancino, snlc and use o( computer!* arid related equipment; the
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operation of data processing services centers; various type! of support and mainte 

nance foi data processing users; the manufacture and sale of supplies required by 

such users; and the provision of specialized data services.

The Office of Export Control has distributed and requested comment on the 

proposed requirements set forth in Exhibit B - Lower Level Computer Systems 

and Exhibit C - Higher Level Computer Systems. In recent "exception cases" 

adherence has been requested also to certain Residency and Reporting Require 

ments (e.g. Exhibit D). While the various members of the DPG have commented 

or may comment individually on these proposals, this statement presents a 

consensus of opinion on these proposals as they would apply generally.

III. The Classification of Exportable Equipment is Unclear

The proposals appear to divide computer systems into three groups:

• Lower Level Computer Systems

• Higher Level Computer System

• Lxception Cases ' •

It is made clear that the requirements of the tint category apply also to 

the second. We have Inferred that the requirements of both categories apply 

cumulatively to the Exception Classification.

However, none of the classifications wo quantitatively defined either by 

reference to Regulation 376.10 techniques or by the citation of Actual equipment. 

It Is. therefore. Impossible to evaluate fully the economic impact of the vnrlous 

proposals.
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IV. Specific Comment a on "tower Level" Computer Systems

We find these points generally to be useful and reasonable. There are 

three Items which we believe could ;->e made more clear. The comments following 

relate to the numbered paragraphs as indicated:

(1) The Commodity Control List "A" suffix is too broad for 
this level of equipment. The intent of the paragraph can 
be achieved by the enumeration of specific prohibited 
end uses such as "weapon manufacture, defense pro 
duction, etc."

(2) It should be clear that "... consonant with similar . . 
applications elsewhere" takes into account the pre 
vailing practices In the end userr country rather than ••.•'. .•• 
practices In seemingly similar U. S. applications.

(3) Tills paragraph might be phrased better as follows: —

"The computer, its peripheral equipment and software ..:'
are giteral purpose In nature and not specifically designed ..... .
or soiely utilized for military purposes." . .,.. .

V.i Specific Coi.impits on "Higher Level" Computer Systems . •. '

The comments following relate to the section and numbered paragraphs > 

indicated:

I (2) The reasonable ness of this proposal depends on several 
factors not considered in the draft:

• The geographic location of the equipment may make any 
on-sl'.e assignments virtually impossible.

• Tho stability of the equipment and Its application may 
make any on-site assignments unnecessary In 'lie eyes 
Of boti- user and vendor.

• If the r .-prescntiitive is not needed by ;iic usrr. or the 
vendor, the support «v>ts (approximately $50,000 per man 
ycnr) to the vt.mlor rmiy makr the transaction undesirable.
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• Current practice provides (or freo access l»y European 
based support teams which visit ouch Installation with 
rcasonabli! frequency.

• Th« proposed requirements do not sliite what specific 
• Isa system cornen under this requirement. Howover, 
many systems, currently under consideration (or marketing 
which might fall In the "Higher" classification would not 
support thn cost of an on-elte Western representative.

I 'J) In view of tho fact that sanctions mny be Applied to the vendor 
by the licencing government for (allure to comply, the term 
"sufficient detail" IB excessively vague (or Inclusion In the 
contract between vendor and user.

I (S) This requirement should have a time limit. As knowledge and
technology advance, the relative power of equipment being sold 

< currently declines until Its use, for export control considernttons, 
becomes Irrelevant,

II (1) If this provision ii Intended to apply to the normal Intra-company 
reporting process, It Is acceptable. If, however, It Is Intended 
that special Investigation! shall b« made by vendor personnel, 
followed by specific reports to tho U. S. Gove-nment, It 1* 
unacceptable.

Any smch reporting scheme, resulting directly from the policy of 
tho licensing government, should be based on government 
personnel under a government to government agreement, not on 
the personnel of Individual companies. The lows of the subject 
countries relating to the collection and transmission of Information 
outside their border* ore very strict. In the past, difficulties 
have been encountered In retaining notes on technical problems 
reported lor action by the uner to tho vendor company. It li there 
fore, unreasonable to request that corporate personnel perform 
a function which may be Interpreted 01 espionage activity.

In contrast, « government ro government figrfiemen! would provide 
an appropriate degree! of personal Immunity to the proposed activity. 
It would also provide the same iletjreji of as'uir.inco AS lo the end 
USP since such Inspections could bp mmie iit Irregular Intervals 
for this acknowledged purpose.
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VI. Comments on trie "Exception Case" Requirements

The uncertainty resulting from the lack of definition of "Lower" and "Higher" 

Is well illustrated here. It was assumed originally ihat all systems were being

divided Into two classes. The "Exception" requirements of Exhibit D, however,
t

apparently apply to an even Higher .jlass. In this statement we comment on the 

terms of the proposed requirements of the Exception Coses. It Is necessary, that, 

whatever the term;; of the requirements, their application be clarified. It should 

be made clear that each group of requirements, and only those requirements, . 

apply to certain catagorles of equipment.

It is realized that the "Exception Case" requirements will vary with each 

requested license; therefore, our comments deal primarily with the relationship 

between the "Exception Case" and the "Lower-Higher" requirements.

I-A. In so far as the provision concerns representatives of the vendor, 
this appears to duplicate Hem 1(1) of the "Higher" provisions.

I-B. This item duplicates.Item 1(2) of the "Higher" requirements except 
for the time period. The same comments apply.

I-C. T: <s requirement presents in acute form the concerns expressed 
above In relation to ll(a) of the "Higher" requirements. In fact 
It requires the regular removal of material likely to be considered 
extremely sensitive by the host country authorities.

Such n requirement would be resisted vigorously by a U. S. 
customer. In the ordinary course of business, whether in a cor 
porate, research or government facility, programs may be devel 
oped which arc proprietary in nature and therefore not releasablf" 
to either the vendor or a U. S. agency.

I-D. "Higher" 1(1) set foith a six months spares supply, any smaller
spares supply would seriously |ooprirdi/c the continued functioning 
of the inst<il!<ilton.
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IV-C-l-3. There Is no difficulty, assuming the presence of an on-slte
representative, with paragraphs 1, 2 and the first clause of 3, 
If such procedures are a part of the normal'operations of the 
user. The second clause of 3 encounters the objections outlined 
above In regard to "Higher" provisions 11(1) and I-C of Exhibit D.

W-C-4. This provision goes beyond all of those above, as H requires
the vendor personnel not only to observe but also to evaluate the 
evidence observed. It not only would Impose another degree of 
personal exposure or the employee, but it would also expose him 
and his employer to later criticism by those able to review and 
evaluate the situation through other channels and In the light of 
later events.

The current Export Control Regulations 372. 6(g) and 387.S(c) 
(Exhibit E) Impose on the licensee the continuing duty to report 
material changes. U. S. exporters already comply with these 
regulations and wilt comply fully with them in the future through 
procedure!) in ihelr companies which, in the ordinary course of 
business, detect exception circumstances.

Such reporting should be required only to the extent required of 
other Western computer systems of similar size installed In 
Eastern Europe and the USSR,
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CONCLUSIONS

It Is agreed that computer systems exist which, under the terms of the Export 

Administration Act, may not be granted a license. There «rc also end users to 

whom no or only certain categories of equipment should bo exported. Tho pro 

posals discussed above relate, however, to the requirements to be met by the 

vendor as a condition to granting an otherwise issuable license.

In the main, the "Lower" and "Higher" proposals either codify accepted 

practice or are reasonable extensions thereof. As a step toward establishing 

published, standard requirements the proposals are a significant advance.

Many of the proposed requirements arc at mo 'n need of some clarification. 

There arc three proposals to which clear exception Is taken:

• Requiring' vendor personnel to report to the U. S. Government their 
observation of activities at the end user Installation.

• Requiring vendor personnel to draw conclusions and certify the non 
diversion of the installation.

• Requlrlng.wlthout taking all factors Into account, a Western repre 
sentative of the vendor to be resident at the* installation.

Tho first two requirements exposo the vendor's personnel to personal danger 

and would severely compromise the functioning of all vendor .personnel In the 

host countries.

Individual vendors fire opon to discussion of on-sltc requirements if all 

relevant factors can be taken into account in each ra«:r>. A blanket requirement 

would Jcopnifllzc severely the continued profit.ibillty of many |>osr,lblr s.ilps.

There Is .ilrrndy a clr.ir possibility th.it tho manuf.irJure'rs of compiitorfl in 

Other countru-R will occupy the markets in those countries. It is ?:nl>mltlr<l ih.it
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given on equal competitive opportunity, to the extent that U. S. based companies 

make sales In these countries/the U. S. national security position Is improved.

In our technical opinion, whether the purpose c* residency and reporting 

can be achieved 1* questionable. If this purpose is to monitor continued 

peaceful end use, the proposals are inadequate technically. Further, a guar- 

ranteed monitoring program Is not within the capabilities of the vendors available 

personnel or within the state of the art of current hardware and software.
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Exhibit A

DATA PROCESSING GROUP

Addressograph Multigraph Corporation

Ampex Corporation 
Videofile Information Systems Division

Burroughs Corporation

Business Machines Division 
The Singer Company

Computer Machinery Corporation 

Control Data Corporation 

Data Products Corporation 

Data Recall Corporation 

Digitronics Corporation

General Electric Company
Information Services Business Division 
Communication Systems Business Division

GTE Information Systems, Inc. 

Honeywell Information Systems. Inc. 

IBM Corporation 

Moore Business Forms, Inc.

Mosler

The National Cash Register Company*'

Olivetti Corporation of America

Pitney-Bowes, Inc.

The Standard Register Company

TRW Data Systems, Inc.

Tally Corporation

UARCO, Inc.

UNIVAC
Division of Sperry Rand Corporation

Wang Laboratories, Inc. 

Xerox Corporation



388

EXHIBIT B

LOWER. LEVEL COMPUTER SYSTEMS

Specific Information shall be provided by the company Indicating that:

(1) The computer equipment is Intended for civilian end use and 
will not be used for or In support of or utilized for planning 
and control by organizations responsible for the design, 
development, production, utilization, maintenance or the 
training In the use of any Items identified on the CCL with 
an "A" suffix.

(2) The proposed application and workload of the computer, its 
peripheral equipment and software are reasonable and 
appropriate for the stated end use allowing a normal margin 
for growth, and are consonant with similar application else 
where. .

(3) The computer, its peripheral equipment and software are not 
of a type used in the Free World for significant :..llltary pur- . 
poses; or, if they are, effective controls have been applied to 
the strategically significant software.

(4) The name, location, and present activities of the end user and 
of any users of remote terminal devices are given. :

(5) The proposed user is a bona fide user who'requires the computer : 
equipment for the stated end use: the proposed user Is not alco ' 
Involved in significant strategic activities for which the computer 
equipment is likely to be used or Is not closely affiliated with i 
organizations that might foster diversion to strategic purposes c: 
and that once the computer equipment Is installed In the identified 
position, removal of the equipment would seriously disrupt the 
activities of the proposed user or diverting its use for other than 
the stated application would he Improbable.

(6) A responsible representative of the proposed user and/or the 
Importing government or its agencies has furnished a signed 
statement describing the work to be performed by the computer 
equipment in sufficient detail to show that the end use is peaceful 
and indicating that the equipment will not be diverted from the 
authorized use. . "
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EXHIBIT C

HIGHER LEVEL COMPUTER SySTEMS

All of the conditions pertaining tp "Lower Level Computer Systems" are 
satisfied and in addition the sales contract provides that:

I. (1) The end user permits periodic access to the computer facility 
Including all equipment being supplied under this or future 
contracts, by Western representatives of supplier.

(2) The end user provides for responsible Western representatives 
of the manufacturer to be resident at the facility with free access 
at all times to all equipment being supplied under this or future 
contracts whereever located, for a period of two years after 
delivery and initial Installation and acceptance of the equipment.

(3) The er.J user furnishes to the supplier information on the 
utilization of the computer equipment in sufficient detail to 
assure that the end use remains as stated.

(4) The quantity of spares to be permitted on site will be limited 
• to that necessary for supporting the computers facility, including 

all equipment being supplied under this or future contracts, for • 
a period of six months.

• (5) The computer equipment will not be moved outside the territory, 
of the importing country and any moves within the country are 
to be reported and approved by the licensing government. 
Approval may be given if the conditions of this statement of 
understanding are still satisfied.

(6) Exports of equipment and technology pertaining to digital, analog, 
and hybrid computers and related equipment and specialized 
parts, components, peripherals, sub-assemblies, accessories, 
spare parts, etc.. and manufacturer support of the computer 
equipment will be terminated in the event that any of the above 
contract provisions are violated.

II. The authorization by the U. S. government to the manufacturer exporting 
the computer equipment specifies that:

(1) A responsible Western rcpresentntlve of the supplier visits the 
computer facility at least once every three months and reports 
on whether the end use remains as originally stated and the contract 
provisions ore still in force <incl arc being exercised.
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(2) Exports of equipment and technology and manufacturer support 
of the computer equipment will be terminated in the event that 
any of the contract provisions in Part (1) above are violated 
of if the end use is no longer as originally stated.

(3) The manufacturer takes reasonable precautions to ensure 
that the object of the previous section is not defeated by 
diversions from other similar computer facilities.

III. The requesting manufacturer will undertake to report to the U. S. 
Department of Commerce annually for three years after Installation 
and acceptance of the equipment the results of or the action taken 
pursuant to (II) above.
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EXHIBIT D 

EXCEPTIONAL CASE EXAMPLE

I. Such issuance is subject to the contract between CDC and the Institute 
providing that:

A. The Institute permits reasonable access, in light of
established practice, to the computer facility including 
all equipment being supplied under this or future contracts, 
by resident or vis'ting scientists or other authorized 
representatives of any Western country or organization 
having cooperative agreements or visiting arrangements 
with the Institute including Western representatives of 
CDC.

B. The Institute provides for a responsible Western represen 
tative of CDC to be resident at the Institute with free 
access at all times to all equipment being supplied under 
this or future contracts wherever located, for a period of 
three years after installation and acceptance of the 
equipment.

C. The Institute provides to a responsible Western representa 
tive of CDC the planned work schedule for the computer, 
including project identifications and principal investigators;
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all documentation, program decks, descriptions, etc. 
pertaining to problems being run on the computer; 
permits the representative to monitor the operation of 
the computer (as specified below) and transmit all docu 
mentation and the results of such monitoring to an 
authorized representative of the U.S. government in the 
United States; and permits the representative to monitor 
and control the utilization of spares and return- to CDC 
all replaced major assemblies.

D. The quantity of spares to be permitted on-slte will be 
limited to that necessary for supporting the computer for 
a maximum of two to three months.

E. In the event that any of these contract provisions is
' contravened or the monitoring of computer operation provides 

CDC or the U. S. government reasonable grounds for suspicion 
that significant diversion to strategic purposes has taken 
place and no satisfactory explanantton is. forthcoming or the 
•U. S. government revokes the export license, the contract 
will be null and void and CDC will remove all personnel 
from the facility and stop all support (provision of spares 
from the West or depots or similar computer facilities in 
the Soviet Bloc, training, maintenance, etc.) of the facility.

II. It is understood that the U. S. licensing authorities retain the 
right for any reason to revoke all export licenses concerning the 
computer and deny all future export licenses required for extensions 
to and for the operation and maintenance of the computer.

III. As conditions for granting the export license, CDC at no cost to 
the U.S. government:

A. Shall develop plans, procedures, programs, equipment and 
program modification!;, etc., as appropriate, to Implement 
the monitoring safeguards specified below and submit these 
for approval at least three months 'prior to the export of 
any equipment, tic equipment Is to be exported prior to 
such approval.

B. Shall provide reasonable support in developing and imple 
menting the procedures and programs for processing the 
monitoring Information supplied including complete descrip 
tions and specifications of all equipment and i/ograms 
supplied by CDC to the Institute.
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C. Shall supply to an authorized representative of the U. S.
government in the U. S. on a weekly basis all the monitoring 
Information specified below and promptly report all changes 
of CDC's programs being run on the computer.

IV. The general procedures designed to detect and minimize the risk of
diversion of use of the digital computer system In this case, are as follows:

A. System Configuration

1. Each major unit of the digital computer system will be 
equipped wf '- digital clocks hardwired Into the power 
supplies . iecord all "power-on" time. All clocks 
will be sealed, non-resettable, and reasonably tamper 
proof.

2. The digital computer system will be run under CDC's 
supplied operating system and will not be modified 
nor a different operating system used without the 
authorization of the Western representative of CDC. 
Whatever operating system Is being used will provide 
for accounting information as indicated in C2 below.

B. Monitoring System Usage

CDC's Western representative will be responsible for:

1. maintaining or certifying the system operational and 
maintenance logs and for providing a weekly summary 
showing for each 24-hour period the switched-off time, 
maintenance time, idle time, and normal operational time;

2. monitoring the hardware digital clocks and correlating
the "power-on" time with the operational and maintenance 
logs and reporting the results on a regular basis;

3. Inspecting the hardware clocks periodically to ensure 
that to tampering with their mechanism or connections 
has taken place.

7«-773 0-76-26
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C. Monitoring and Safeguard Procedures

The Western representative of CDC will be responsible for:

1. obtaining the facilities schedule of system use
including time allocated, purpose, project Identification, 
user name, programs to be run, and files to be used;

2. obtaining and certifying the system journal (system 
logs, accounting logs, etc.) indicating project 
Identification, user name, programs being run, files 
used, time on and off the system and the time used In 
the system;

j. 'obtaining ond certifying all changes made to CDC's 
supplied software and obtaining on U. S. government 
request all documentation, source language program 
decks, descriptions, etc., for long running application 
or user programs;

4. certifying that the system is only being used for
approved purposes and for reporting suspicions of any 
breach of these conditions.

V. COCOM clearance must be obtained before the license is Issued, 
but after the foregoing arrangements between the U. S. government 
and CDC. and between CDC and the Institute, have been agreed upon' 
by the several participants.
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EXHIBIT E

EXPORT CONTROL REGULATIONS

.372.6 (g) Changes In facts

Answers to all items on the application shall be deemed to be continuing re 
presentations of the existing facts or circumstances. Any material or substantive 
change in the terms of the order, or in the facts relating to the purchase 
transaction or other transaction, shall be promptly reported to the Office of 
Export Control, whether a license has been granted or the application is still 
under consideration. If a license has been granted, such changes shall be 
reported Immediately to the Office of Export Control, tn accordance with 
thu provisions of paragraph 372.7 (b), even though shipments against the 
license may be partially or wholly completed.

Change in intermediate v.onsignee must be reporteu on the Shipper's Export 
Declaration, and in certain cases an amendment to the export license is 
required. (See paragraphs 372.3 (b) (3) and 372.11 (e).)

MISREPRESENTATION AND CONCEALMENT OF FACTS

387.5 (c) Representations to be Continuing in Effect; Notification

All representations, statements, and certifications made by any person are 
deemed to be continuing in effect. Every person who has made any represen 
tation, statement, or certification must notify in writing the Office of Export 
Control of any change of any material fact or intention from that previously 
represented, stated, or certified. Such notification shall be made immediately 
upon receipt of any Information which would lead a reasonable prudent person 
to believe that a change of material fact or intention has occurred or may 
occur In the future.
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LETTER FROM PETER F. MCCLOSKEY, PRESIDENT OF CBEMA 
TO HON. ELLIOT L. RICHARDSON, JUNE 23, 1976

The Honorable Elliot L. . Iticharcl.son 
, Secretary nf Coi'iinr-rce 
Vi 11 cd State;; Popurtnieii!. of Commerce 
Washington, D.C. 20230

Dear Mr. Secretary: June 23, 107(>

.CBEMA has in the past ond continues now to jjtrongly 
urge the Department of Commerce to utilise the techni 
cal- skills of tlie Institute for Computer ScicrivOs and 
Technology, National Bureau of Standards, for techni 
cal support to the Office of Export. .Admin iL-tivt Ion Jn 
evaluating export license applications. ICST personnel 
have participated also in both the Computer Systcrra ' 
Technical Advisory Committee and the Peripheral Prod 
ucts Technical Advisory Coirunittee, and their contribu 
tion to the work of the.se 'committees has been excellent.

The ICST has recently undertaken a study of safeguards 
for a largo computer transaction for the U.S.S.R. CHKMA 
feelH that this is an excellent start, but would liko to 
see the . ICST enlarge its study to address the issue of 
mbro reo.li.stic safeguards as they might apply to all 
larger computers sold to the Communist countries.

We are concerned to learn that due to insufficient 
funding:, ICST is not in a position to continue its 
support activities in evaluating export licc-nse appli 
cations, nor undertake the desired overall study of 
realistic safeguards for large computers and may even 
have to curtail its activities in the technical advi 
sory committees. We would urge the Department to 
allocate sufficient funding so that ICST can provide 
technical support to the Office of Export Administra 
tion in those key iireas.

In .our. view continued growth in East-West t.r:uk- i 
member's products depend r.< on incroasod Dopartirx r.t

in our 
of
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Cotwn«reo capability to adequately jjrocoss HC<M-J--O ;»ppij- 
c:utions ;ind cutalilislt realistic 3:iJoj;'i:!!-t3s. V,'.- shnuld 
be plotsod to "dir.cuss thia important luattc-r furtlu-r \vilh 
you or' your staff.

Sincerely, . .

PETER F. MCCLOSKEY.
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Chairman MORGAN. Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.

ENFORCEMENT OF COCOM CONTROLS

Mr. McCloskey, when you and your colleagues testified before the 
subcommittee which I chaired last March, there were complaints that 
our COCOM partners are more lax than we are in enforcing the 
COCOM controls and that as a result business is being lost to competi 
tors abroad.

Some of us asked you at that time for documentation of those 
charges, and we haven't received that documentation. Now, I know 
that you are not repeating that charge in your testimony today.

What is the story? Is it not really something that you can back 
up—you want us to forget about it, or what?

Mr. MCCLOSKEY. I think there was a specific case cited by Mr. Gray 
of the Machine Tool Builders Association on——

Mr. BINGHAM. We had one case in our hearings.
Mr. MCCLOSKEY. I didn't realize that I had the task to bring any 

thing back on that. I do know that the GAO report has cited that m 
the area of the question that Mr. Lagomarsino just asked our COCOM 
partners don't place the same requirement in terms of the followup 
inspections that we do. So that, in the procedures that are associated 
with that issue, the United States is certainly more stringent.

In addition, there is the commodity control list; that is more strin 
gent for us than the COCOM list. So that, we find that there are uni 
lateral controls that we are faced with that are independent of the 
COCOM issue.

Mr. BINGHAM. We understand that, and that is a different issue.
Mr. McCix)SKEY. Perhaps you can address that.
Mr. BINGHAM. Will you identify yourself?

STATEMENT OF EDWARD LOEFFLER, NATIONAL MACHINE TOOL
BUILDERS ASSOCIATION

Mr. LOEFFLER. Yes, sir, I am Edward Loeffler, from the National 
Machine Tool Builders Association.

Mr. Gray is out of the country and cannot appear today. But I have 
one example that just came in to us, a letter from the Sunstrand Ma 
chine Tool Co., referring to the, in effect, lax interpretations overseas.

The letter is a little bit lengthy; perhaps I could submit it for the 
record.

Mr. BINOHAM. Yea.
[The letter referred to appears on pagr 411.]
Chairman MORGAN. Mr. McCloskey, at this time, do you have all 

those records you want to submit for the record ?
Mr. McCLOSKEY. They will be submitted individually before the 

hearing record date is closed.
Chairman MORGAN. Fine, we will get permission now for you to 

submit them. Without objection, so ordered.
[The information subsequently supplied for the record follows:]
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CBEMA
l\_ J. < WI "

fmtr F McCkMtoy

July 16. 1976

The Honorable Thomas E. Morgan
Chairman
International Relations Committee
United States House of Representatives
2170 Rayburn House Office Building
Washington, D. C. 20515

Dear Congressman Morgan,

This letter is in response to your Subcommittee's request for information 
made at the March 24 hearings on Export Licensing of Advanced Technology 
and repeated at the Committee hearing on the Export Administration Act of 
June 15. At the Subcommittee hearing Congressmen Bingham and Whalen 
requested information from the industry witnesses on cases where CoCom 
partners have been more lax than the U. S. in enforcing CoCom controls and 
where CoCom denials of U. S. exceptions cases were followed by CoCom 
approval of another member's similar product.

We are not aware of such cases in our industry. Our competitors in other 
CoCom countries do enjoy closer relationships with their governments which 
lead us to suspect that their governments utilize CoCom procedures to promote 
domestic exports as well as to reduce national security exposures. The U.S. 
does not promote its industry or provide competitive information through 
CoCom.

The amendments to the Export Administration Act which we recommended 
that would allow greater participation by industry in the CoCom process would 
go far toward reducing the opportunity for foreign competition to gain any 
unfair advantage through CoCom.

Although we have no specific examples as requested, we do have a case in 
our industry where export control practices are more strictly enforced by the 
U.S. than by our CoCom partners. This specific example in the area of

Comou«r m« SUMIMI Equpmcm Mmtecturari ADOOMKXV 1828 L Sn«. N W WMmgnn 0 C 20036
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The Honorable Thomas Morgan 
July 14. 1976 
Page two

computer safeguards was given by Mr. Hugh Donaghue of Control Data 
Corporation during the June 15 hearing. CBEMA will address the safeguards 
issue in relation to Secretary Richardson's testimony of June 11, as requested 
by Congressman Lagomarsino, in a separate submission to follow shortly.

The above response reflects our industry's experience. The experience 
of the other industry groups for whom I testified on June 15 will be, or will 
have been, submitted separately by each group.

PFM/llh

cc: Congressman Bingham 
Congressman Whalen 
Congressman Lagomarsino
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EAST-WEST TRADE RESTRICTIONS 
AFFECTING SUNDSTRAND EXPORTS

Sundstrand has constantly proooted sales of its N/C technology 

both here and abroad since the first Sundstrand N/C machine was pro 

duced 20 years ago.

Please note that on four occasions we

participated with our N/C technology in U.S. Government sponsored 

exhibitions -- 1957 Sweden, 1968 Tel Aviv, 1971 Japan, 1974 USSR.

Despite our broad promotional activity which generated inquiries 

fron all over the world, we continually refrained from offering our N/C 

equipment to those country groups to which shipments of such equipment 

and technical data is prohibited by the Export Administration Act. We 

would & imply acknowledge inquiries from those areas by telling them that 

It was pointless to provide information or offers as long as export con 

trols prevented shipment of such products.

Having participated in International exhibitions over an extended 

period of time, we were constantly aware of the "state of the art" over 

seas, particularly in Western Europe and Japan. The strongest competi 

tion for,our products comes from these areas. The growth of N/C tech 

nology overseas in the I960's was predictably slow. However, in the be 

ginning of this decade there was literally an explosion of N/C promotion 

by overseas competitors.

To Illustrate this, please refer to Exhibit E attached. This is a 

count of the different overseas conipanies w'r.o exhibited '.',/C icc'ir.c i..> 0 _. ..': 

international machine tool shows open to any and all visitors and poten-
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tlal customer!. The numbers shown are compiled from the show or exhibi 

tion catalog! published and distributed at each exhibition. All companies 

listed under product categories of N/C machine tools or N/C electronic 

controls were counted.

Please note that U.S. companies and their overseas affiliates are not 

included. Moreover, each foreign company is counted only once each year 

despite the fact that they may have exhibited in more than one inter 

national show in that year.

The substantial increase in potential overseas suppliers of N/C 

equipment in 1970 is significant. The appearance of several suppliers of 

N/C technology in Switzerland and Sweden is even more disturbing. Neither 

of these countries are members of COCOM.

At the most recent international machine tool show -in Paris held in 

June this year, one of the more startling factors was the large number of 

N/C exhibitors from Eastern European countries, many of whom demonstrated 

their machines with N/C control systems originating in England, France, 

Germany, Italy, Norway and Sweden.

At the beginning of 1971, it seemed obvious to us that availability 

of restricted N/C technology to Eastern European countries was only a 

matter of time. We were invited to participate in an "industry organized 

government approved" trade mission to the USSR, and as a result of the 

planned mission, we received a formal inquiry from the appropriate Soviet 

Ministry for offers on our N/C machining centers.

At that point in time, we considered it appropriate to proceed with 

quotations. We believed it important to penetrate the Eastern Europe
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market as quickly as possible, in view of competition particularly from 

the non-COCOM countries (Switzerland and Sweden).

Moreover, while we could not compete with our standard non/NC 

machines, we did have experience advantage over our foreign competitors 

on our N/C equipment. Conventionally controlled machine tools of U.S. 

origin could not compete pricewise with European sources.

Accordingly, in 1971 we submitted offers on our N/C machining cen 

ters. Subsequent discussions revealed Soviets were interested in our 

five-axis machining centers. At that point in time, discussions centered 

on potential purchase of 20 to 30 large machining centers annually over • 

a period of five years (value $500 M ea.).

Naturally we informed the client that validated export licenses would 

have to be obtained and that information on end use was .essential to our 

applications for such licenses.

In March 1972, the Soviets informed us that, due to urgent need of 

the machining centers, orders would be placed elsewhere in Europe. They 

cited uncertainty and delays anticipated In obtaining U.S. export licenses. 

They also objected to supplying the required end-use statement form FC-842 

which they considered demeaning. According to them, no other country re 

quired such forms to support export license applications.

However, we persisted and succeeded in obtaining a signed end-use 

statement from Stankolmport to cover one 5-axis machining center for the 

Zil auto plant in Moscow to machine engine blocks and dies. With this, 

we submitted our application for export license to the Commerce Department 

on April 14, 1972.
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After numerous meetings in Washington with various agencies and 

with several inter-agency groups, we were asked to withdraw our applica 

tion in August 1972 and to re-submit it in the following year.

On January 17, 1973, we re-submitted our application as requested. 

Along with our re-application, we submitted additional published reports 

of N/C technology being made available or sold to Eastern Europe. At about 

the same time, another client in the U.S.S.R. requested an offer from us 

on a four-irdB machining center. He indicated funds were already approp 

riated for acquisition of this equipment.

We submitted our offer stating that we were simultaneously submitting 

an application for export license to Washington to obtain an advisory 

opinion as to whether an export license could be obtained. The equipment 

was destined for the Gorky automotive plant for production of auto parts 

and dies.

After additional Washington meetings and numerous follow-ups, we rt- 

ceived rejection notices on both applications in February 1974.

A» a direct result of our participation in the government approved 

trade mission to Moscow in 1971, we were invited to participate in the 

United States exhibition of machine tool equipment arranged by the Bureau 

of East-West Trade in the Department of Commerce. We elected to exhibit 

a three-axis machining center with tape control and with specifications 

which, In our opinion, would (under Interpretation 7 in Section 399.2 of 

the Export Regulations) qualify the machine and controls for exemption 

from the control list of commodities requiring validated export licenses.
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Nevertheless, we submitted to the appropriate agency in the Depart 

ment: of Commerce a full deter, ption of the equipment to be exhibited and 

we were assured that, unless l:he end-use was for military purposes, we 

could sell the equipment at tie «h<^ and we could expect to have approval 

of the sale from COCOH thru the Cilice of Export Administration in 30 to 

45 days.

Our exhibited equipment was sold during the Stanki Show to a non- 

military end user and, in accordance with instructions, we submitted our 

request for approval of the sale to the Office of Export Administration. 

Several visits to Washington for meetings with inter-agency groups were 

necessary before approval of our sale was granted more than three months 

after the sale at the show. Meanwhile, the equipment was moved to Helsinki 

for storage pending this approval. We believe this approval would have 

taken much longer if COCOM and inter-agency approval had,not been force 

fully expedited by the Bureau of East-West Trade.

In the past two years and as a result of our Moscow exhibition, we 

have received Inquiries and we have quoted N/C machining centers to the 

U.S.S.R. and to Poland in substantial volume totaling approximately $30 

million. In all instances we have attempted to quote machines and controls 

of lesser sophistication in order to qualify for exemption from validaced 

export licznse requirements. The comment most heard from cur potential 

clients in Eastern Europe Is "Why can't you offer more sophisticated 

machines and controls? We can procure them from other sources but we 

would prefer to buy from you."

It is a known fact that the Soviets have taken delivery of about 30 

three-axis N/C machining centers from an Italian builder. The machine 

models Involved normally require validated licenses if shipped from U.S.
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source. The Italian builder, who makes controls as well as the machines, 

"claims" to have made an irreversible modification to inhibit his numeri 

cal control system so as to qualify it for exemption from COCOM control.

Through sources encountered at the recent Paris internati >nal machine 

tool show, we have learned that this same Italian builder has signed a 

contract to supply approximately 100 additional machining centers having 

four axis of motion with the fourth motion in a rotating table. We con 

sider our informant very reliable as his firm is building on sub-contract 

some of the mechanical components for this particular program.

More recently when we checked on the status of our offers to the 

U.S.S.R., we have been told that machine tools required by them were being 

procured elsewhere because of the credit limitation in the 1974 Trade Act. 

Specifically, we were asked if the machining centers we offered could be 

obtained from licensees in countries which had extended more liberal credit

In nummary, Sundstrand's exports of machine tools have been severely 

restricted by the combination of credit limitation and by U.S. interpreta 

tion of COCOM controls. To illustrate the latter, please see Exhibit C 

citing published information on N/C technology supplied to Eastern Europe 

by our COCOM "partners", and/or available from non/COCOM sources.

The availability of sophisticated N/C equipment in Europe, as evi 

denced at the Paris show in June, would seem to make our present export 

controls on these commodities not only obsolete but actually a unilateral 

restriction on U.S. builders. We believe the export controls should be 

relaxed if not entirely eliminated on all multiple axis numerically con 

trolled machining centers.
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Sundstrand Machine Tool
unit ol Svndilranrf Corporation

June 8, 1976

Mr. Jamee A. Gray
Executive Vice President
National Machine Tool Builders' Association
7901 Westpark Drive
McLean, Virginia 22101

Dear Jim:

Attached is a copy of a letter that has been sent to the Office of 
Export Administration in connection with three pending export license 
applications on 5-axls NC machining centers.

The principal point we want to emphasize Is the existence of a con 
tract between Olivetti and Stankoimport on 100 four and five axis 
machining centers. Dick Stank was recently in Torino and was shown 
the machines in process of assembly and test at the SASS plant.

Cordially yours,

_ Manager 
International Operations

VJR:jv 
att.
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Sundstrand Machine Tool

June 8, 1976

Office of Export Administration 
U. S. Department of Commerce 
14th and Constitution Ave., NW 
Washington, D.C. 20230

Attention:

Gentlemen:

Mr. Joseph Dytrt, Division Director 
Capital Goods and Production Materials

Sundstrand has pending three export license applications for shipment 
of 5 axes NC machining centers to Eastern Europe and China. These are 
the following:

OEC Case # Date Client End Use

A-201227 3-18-76 China National Techni- Compressor Impellers 
cal Import Corp.

A-210727 5-25-76 Stankoimport - USSR

A-211929 6-2-76 Masinexportimport - 
Romania

agricultural machinery 
components

air engine housings

All of these applications are for machining centers first designed and 
built before 1960. Designs containing later technology in more than 
three axes are not presently being offered to Communist Bloc countries.

Sundstrand has always maintained that the vast potential market for 
machining centers in Eastern Europe and China was being kept off limits 
to American suppliers while other members of COCOM were allowing their 
own builders to deliver much of the same technology prohibited by U.S. 
export controls. In previous meetings with various government agencies 
on this subject, we were constantly asked to provide any evidence that 
came to our attention which involved the sale of multiple axes machining 
centers and controls to Eastern Europe.

Several years ago, we reported the sale of 30 NC machining centers to 
the Soviet Union by the Olivetti Company of Ivrea, Italy. At that time, 
we were informed that COCOM had approved the shipments on the basis of
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an Irreversible modification to the Olivetti controls which allowed 
simultaneous coordination of only two of the three or four axes. We 
gave our opinion at that time that this sale by Olivetti would win 
repeat orders for them because of the apparently lenient interpretation 
of the COCOM rules by the Italian authorities.

During the Paris machine tool show in June of 1975, we received reports 
of a new 01 ivetti/Star.koimport NO machining center contract. We can 
now substantiate that report and state that Olivetti has signed con 
tracts to supply to the Soviet Union 100 additional four and five axes 
numerically controlled machining centers. The model being supplied is 
the Horizon 4/CN5D as specified and illustrated on the attached pam 
phlet and translation.

Of special interest are the control specifications which clearly indi 
cate the optional fifth axis as well as the availability of CNC-DNC 
functions. By mounting the optional second rotary table in vertical 
attitude on the horizontal 4th axis rotary table, the.Olivetti machin 
ing centers achieve essentially the same capability as the SundArand 
OH3 Omnimil Machining Centers.

We are prepared to submit a sworn statement by a recent Sundstrand 
visitor to Italy who has seen the 5-axis versions of the Olivetti 
Horizon 4/CN5D In various stages of assembly and test. These particu 
lar models were being manufactured by SASS, S.p.A. in Borgaretto (Torino) 
Italy, under sub-contract from Olivetti.

Our man was told that 30 of the 100 machining centers covered by the 
new current Olivetti/Stankoimport contract are to be 5-axis machines 
while the balance of 70 are 4-axis machining centers.

It is our opinion that the Olivetti machining centers on this new con 
tract are equal to and contain as much up-to-date technology as any 
machining centers and numerical controls being offered by current U.S. 
builders. Most certainly the Olivetti machining centers contain 
technology that is o£ later development than our OM3 Omnimil Machining 
Centers which were first built seventeen years ago.

The current Olivetti/Stankoimport contract for 100 four and five axes 
machining centers following the original contract for 30 "so-called" 
two and three axes machines is ample proof of our contention that the 
most recent export control changes are still too little and too late. 
If U.S. builders are not allowed to compete on an equal basis, we will
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be shut out of that market permanently. No amount of administrative 
exceptions or other political devices can disguise the fact that U.S. 
builders are being discriminated against by the current U.S. inter 
pretation of the COCOM agreements.

We strongly urge the approval of our three pending applications, based 
on our contention that the equipment we are proposing to supply is not 
of the newest and latest NC technology. While the purpose of the COCOM 
regulations is ro prevent the transfer of technology, we think excep 
tions already taken by many other COCOM members have long since defeated 
that purpose.

Yours very truly,

V. J. Rigotti, Manager 
International Operations

VJRrJv
cnc.

F.S. Of further interest in this vein, we also attach photographs and 
specifications of a multiple axes machining center exhibited at 
the Canton Spring Fair 1976 by the Chinese.

James Gray 
R.V. Miskell 
Wm. Clarke 
Dick Stank 
Bob Tilson 
John Kerwitz
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THE MACHINE TOOL TRADES ASSOCIATION

62 BAYSWATER ROAD, LONDON. W2 3PM TELEPHONE: 01 -402 8971 (10 line*) TELEX: 27829 
Inland Ttfegwn*: TooUxhib, London. T»l«x • OVWIMI Cabin: Toolexhib. London. S.W.I

Mr James A Gray
National Machine Tool Builders Association
7901 Westpork Drive
McLean
USA - Virginia 22101

Airmail
1 April 1976

Dear Jim

Referring to your telex of 26 March regarding contraventions of the Cocom embargo, we have just heard from Maurice Hewitt as follows:

1 GSP 3B machining centre with Kongsberg CMC to Stankoimport, 60 off to machine turbine blades. Confirmed by British Embassy 16 January 1976.

2 Makino machining centres with Fanuc T10 UNC odaptiue control. 6 off to Stankoimport.

3 Japanese machining centre with Okipath fiGO CNC to Stankoimport.
4 Hille Hinschel 3 axis machining centre with Siemens 550 CE to Russia.

5 I have seen 3 and 4 axis machining centres with various Siemens controls, mainly 550 series, in Gottwaldof in Czechoslovakia.

6 I have also seen PCS drills in Lemz in Leningrad. Thesewere modern American types, which appeared to have CNC controls, The Russians confirmed this but were not willing to show me the equipment close up.

7 Forest were exhibiting tt^eir own CNC system at Leipzig. This would not have been done without the intention to sell to the Cast Germans.

Additionally from this office we have son\p. indication that a UK Government revised Export Control Order is to be issued on 12.4.76 which will release further - but not all - NC systems and machines from control.

Yours sincerely
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78O1 WESTPARK

McLEArj. VIRGINIA 221Q1 

AREACCDF I7O3) B33-r!SCO 

TWX 7TO-B31-OO31

September 3, 1975

Mr. E. H. Stroh
Deputy Director of East-West Traae 
U. S. Department of Commerce 
Washington, D. C. 20230

Dear Mr. Stroh:

As I promised in our very informative meeting at the White 
House Tuesday, August 19, I am enclosing written evidence 
(March 3 letter from W. M. Hitter) of the availability of 
numerically-controlled, multi-axes machine tools to Eastern 
Europe. Following our meeting, I learned that this letter 
was read at the March 17, 1975, meeting of the Numerical 
Control Machine Tool Technical Advisory Committee and was 
incorporated into the minutes.

In paragraph four, Mr. Ritter refers to machines provided 
by Norway, which incidentally us a COCOM signatory; therefore, 
along with France, it has either been subverting COCOM regu 
lations or obtaining COCOM approval — either way to the 
competitive disadvantage of American machine tool builders.

Obviously, if the French and Norwegians, among others, are 
being authorized by COCOM to ship restricted numerically 
controlled equipment to Eastern Europe, the authorities of 
the Departments of Commerce and Defense must be aware 
of this activity. And, this situation raises the question -- 
why are U. S. builders restricted from shipping competitive 
equipment?
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Mr. E. H. Stroh
U. S. Department of Commerce
Page Two
September 3, 1975

If some COCOM signatories are shipping in violation of the agreement, the 
only practical effect of the COCOM regulations is to discriminate against 
American machine tools, and this is contrary to our national interest. 
American workers are denied jobs, but even more important, our defense 
posture is weakened because we are unable to maintain our technological 
posture in the machine tool world.

We do believe there is value in preventing the shipment of strategic military 
materials; however, the COCOM regulations go far beyond this objective. 
Accordingly, the other COCOM signatories do not have the same dedication 
as U. S. government officials in the rigid interpretations of the regulations.

In the absence of a uniform interpretation of the COCOM machine tool 
regulations and the inability of the U.S. to institute such a policy, a more 
realistic approach is imperative if we are to mpint.Ain a viable machine tool 
industry in the U. S.

We will continue to provide you with information substantiating the capability 
of the U. S. S. R. to obtain or produce COCOM controlled equipment. As 
Mr. Loeffler pointed out in his prepared remarks, hard evidence is difficult 
to obtain because of the reluctance of either COCOM "violators" or East 
European importers to go on the record; however, as these products become 
easier and easier for the East European buyers to obtain, we will find the 
evidence easier and easier to provide. Hopefully, by that time, it will not 
be too late.

Sincerely yours.

Japes A. Gray 
Executive Vice P/esident /'/

JAG:jk 

Enclosure
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BIDDINGS & LEWIS, INC.
'0 >OX no. 143 OOTV STRUT. fONO Ou LAC. WISCONSIN, U3 .A, M» 
TtLI'HONi M14I ni«400. TWX 910 37*-1<**. TLK » 2MJ, CAILE CIDLIWH

MAR6 S75

March 1, 197$

Mr. Curt Altbaler. Chairman 
Numerically Controlled Machine Tool

Technical Advisory Comalttee 
Cincinnati Hilecron Inc. 
1701 Marburg Avenue 
Cincinnati, Ohio HS209
Subject: Technoimpex Offer 

Budapest. Hungary

Dear Curt:

Attached it a copy of a latter and the supporting literature 
recently received fro* Technoiapex, the Hungarian machine industry's 
foreign trade coapany.

They previouely had written to SiL offering to tell us controls for 
machine* destined for the Socialist countries. To get more informa 
tion, I responded to that letter( and this is the information I 

I received.

You will note that they are offering multiple axis contouring 
controls of the hard wired type; and in the last paragraph of the 
first page, they etate that they are negotiating with San Siorgio, 
the original supplier, for CMC controls.

Along these sane lines, this past week we were visited by Dale Karvid 
and Per Llnduni of the Frank Kohn Company of Bergen, Norway. Thle 
company has been buying ••chine tools equipped with Norwegian built 
Xongsberg CMC controls. The/ advised that Kongsberg has recently 
concluded an agreement with SSP of Trance to furnish approximately 
thirty CMC controls for machines to be shipped to the Soviet Union. 
While Norway is not a •ember of the COCOH pact group, France is-, 
and any ahipnent of CMC controlled machine* would certainly be a 
breach of the COCOH agreement.

Further, Allan KcKay, President of Glddlnr* I Lewis, and I had the 
opportunity to visit the Sverdlov Works at Leningrad, U.S.S.R.; 
and during our tour of the plant, we were shown their latest 
Soviet developed hard wired multi-axis contouring control complete 
with CRT readout. The technician working on the control ipoke 
perfect English and in fact demonstrated the CRT diagnostic 
capabilities. The control we were viewing was attached to • 
horlsontal boring machine and was capable of operating three axes 
or more motions under continuous path control simultaneously.
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This was net « demonstration rigged for our advantage. In fact, It 
MM quit* accidental that I saw th« control and got into tht 
discussion with the technician. The machine to which the control 
uaa attached Mt> In their general assembly floor ar«a next to 
equipment being built for LaSalle. It warn not in their KtD Department, 
and the viewing of the machine and control system was not arranged 
by our hosts, I am convinced that the disclosure wa* not prearranged, 
af the technician waa la the proeeee of changing an 1C chip at the 
time I rtarted to apeak to Kin; and he openly admitted that there 
were certain problem* they were encountering in getting the control 
Into satisfactory operation.
I am quite positive that the above information is further illustration 
that the Socialist countries have aceen to all technical knowledge 
required for building not only three or aore axil contouring controls 
but CNC aysteas as well and that our COCOM associates are not 
cenplying with the existing regulation*.
The information from Technolmpax is self-explanatory, and I hav* the 
original documents in ny possession should they be needed by the 
committee. I am also prepared to issue a written statement that 
both Allan HcKay and I will sign concerning the control system we 
saw at the Sverdlov Works, and I believe Z can obtain e written 
statement from Kongsberg concerning their work with GSP for 
shipments to the Soviet Union as we are well acquainted with their 
management and have cooperated with then in other matters.
I should further state that while walkinf through the Sverdlov Works 
we saw a substantial quantity of Siemens anJ Alcatel controls 
ready for marriage to various machine tools. We were told by the 
Soviet representatives that these were three and four axis 
contouring controls. Further, in discussions with Stankoioport 
personnel, I was advised that they were obtaining three or more 
axe* machining centers from Germany, France and other European 
supplier*; and they could not understand why the U.S. companies 
were reluctant to quote on such equipment.
In general, the experiences that I have personally had in theae 
countries I am sure would convince anyone that our present COCOM 
agreement is of no value other than to restrict U.S. builders from 
participating in this market. I am reasonably confident that I can 
arrange visit* for any of the government member* of our connlttee 
that would Ilk* to observe these situations first hand including a 
visit to the Kongsberg factory in Norway, the Sverdlov Works in 
Leningrad, and discussions with Stankolmport in Moscow. Although 
I have not investigated the poaslbillties. it is entirely probable 
that we could get an Invitation for then to visit the GSP plant in 
France, if that would be of value.
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Qiddlngi I Lewis has had no direct contact with Siemens or Alcatel 
ao I an not in any petition to judge their willingness to cooperate, 
but othar members of th« oo*sUtt*e nay hava eloiar relations with 
than and could investigate those possibilities.

It ihould be noted that San Glorglo hai obviously stepped outside 
the agreement as well in their err ang entente with Technolapex.

I regret that ny itinerary for a trip to the Far East was established 
prior to notification of the Meeting of the oomittee planned for 
March 17, and it does not appear that I will be able to m*k« a 
change, in that itinerary at this late date. I aa vitally 
interested in the ruiults to date and offer ay conplete cooperation 
to be of any further assistance to the group on return from ay Far 
Eastern trip, which will be about April 1*.

Sincerely,

William II. Hitter
Vice Preiident - International Sales

Enclosures

cc - Mr. Ed Loeffler

a/1120
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UNOAMIKHES AUSSENHANDKLBUNTlllNeHMCN rOR
niE MAKH»ENiNDurnut
HUNGARIAN MACHINE INDUSTRIES FOREIGN THADC CO. 
*NTREI>N15C HONOROI3C POOR 1C COMMCHCC CXTtUXUH 
DC MACHINE*

P.O.BOX 59O

14P. Doty street.
Folio rlu L.ic , 1'isconsin VOTU HIT. - VOOR »c.r - im zticmx
USA S.4935

NOTRE BET. - OUR REF- - UNSKM ZCICHCN:
„ William H. Ritter -Vice Prosldent- 

56 0 (OV^/LE Intcrn.itional Sales

Dear Sirs,

Re: Sale of San Giorgio r.uricrical controls, 
manufactured under licence, with 
your machines

P.cCcrr. ing to our correspondence on the above 
topi rJ, we feel thtit it is important to inborn you about 
the devolo'M rents of the natter.

The reason for our not '"Titing for a long tir-.c 
is not that vie Jo not take interest in the natter but in 
the contrary the manufacture and the sale of the controls 
under .licence have <jot to a point where v;c are able to de 
termine much r.'Ore clearly than ever before the form of our 
collaboration. The circumstantial r.arket research complctfjU 
in the neantJnie seems to support our optimism. Your machines 
with our control can be sold in much larger quantities than 
with any other control in socialist countries generally. The 
basic noinc as we have already written to you is that, the 
control could be offered aqair.st payment in Roubles. v?e have 
confidence further-lore in the manufacture of 4o controls 
acquiriny r.atisractory exoerience this year.

As you already know our Italian ^nrtncr displayed 
a complete C:.'C control with the ncnbnrn of the ''JVC.I 5 <;roup 
•?.t tlib recent ";ichine •''cola ;:;.-hibition, r 'I".U in -Ulan. 
International tochnicnl quarters expressed a very positive 
opinion - after the Exhibition - of the Italian nuir.ericr.1 
control family which is suited for the simultaneous control 
of max. 8 axes. In professional circles it is supposed that 
Elsag controls v/ill have an effect e.g. also on the ncv/ CKC 
nakes of the HenJix and Coneral Electric corpaniew. 

_ On the other iinnc^ vre experienced nn increasing interest - 
in the course of our market research cannaign in socialist 
countries - for CN'C controls. In the con:;c"uonce of the above 
',ie consider starting conversations with our Italian partner 
regarding the purchase also of the flAC.j 5 licence.
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If completing our product rarxjo v>ith the said controls, 
»e should be in a. position to be at the disposal even of 
tho most exacting people with quotations for a complete 
range of products. Another result of tho mentioned market 
research is that buyers in socialist countries are looking 
for nutonatic systems nrovic'crf with snail connutors. There 
fore HO have elso started looking for the possibilities of 
<jcttin'.' such an ecuicment. V'» think that the RHIXAPT 
./rtODULAPT/, develop*"? by SELENIA-SW GIORGIO which is a 
32 kb computer system worked out for the control of max. 
21/2 axes so far with unitary software and abundant 
hardv;are, suits very well the demand of socialist buyers.

In such a way these equipments are included in 
our offer spectrum, with this and our servicing we can 
unitarily subpit a. Quotation for our customers or for 
our collaboration, re feel that the co-operation in, ques 
tion needs personal discussions Ly all ncan: during vnici. 
our specialists could discuss the interface questions at 
least to an extent that is needed for the mutual submitting 
of tho quotation besides the commercial details of the 
problem.

Uc are looking forward to your suggestions ty 
the tine of our talks at the beginning of 1975.

Yours faithfully

.mcnt for !'C-Machine 
-operation Dcala

. . . tlr .D.
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Brown & Sharps */w-,»»»p.i«w«
Michint Tiol OftUtn tnUmfJoml MtrittUng Group

. MMdKMi. UB2 5LS 
Cngtand

AB/rng Tdwnww: 01 574 MSI
T««: >144«» 
Ttfcgrtfnr B«n4S. Soulti4ll 

J««-*TJ
14th February 1976

National Machine Tool Builders' Association,
7901 Mestpark Drive,
He Lean,
Virginia 22101
U.S.A.

For the attention of
MR. JAMES A. GRAY - Exucutlve Vice President

EXPORT CONTROL REGULATIONS

Dear Jim,

Earlier this year In your Bulletin 75-13 of February 7th you requested
any Information we nay pick up concerning N.C. export! Into Eestern
Bloc territories falling outside the commodity control list specifications.

The French company, G.S.P. Forest, obtained a large order at ttie 
beginning of last year consisting of approximately 78 machining centres 
of various types. These machines Here alleged to be fitted with 
Scandinavian CNC controls.

In Moscow during December ve found out ttie fol loving. The control system 
Is Norwegian Kongsberg C"C J-«xl» simultaneous, or mort. The machines 
Including Interface but without control units ere to be shipped directly 
Into ttie Soviet Union. Kongsberg ship ttie control unit Independently 
directly Into the USSR for marriage there. Kongsberg are supposed to 
have designed the Interface for Forest who In fact bought one slave unit 
for ru»0ff and l-e*t purposes of each machine before despatch.

As you will appreciate this sort of detailed Information Is very difficult 
to get, and Is offered to you In good faith. I have no doubts regarding 
our sources, and In fact the size of the order and the type of control 
has been cross-checked.

/continued...

Oi'KWt JOMH M MtCt Clr« r I »rM I . Ctawmwl > W * McOHMO*. UJA M*M*«f
H 0 IHAMPI .11 US* LH 'OHTuSA Kj DUttC«M U 1 > A 0 CftlQMTON 
S*C*ttrv 1 f WATIONFCA fa»wl OwMW A. MACUkV
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It Is clear that If the French, or anyone else, are abl« to take 
advantage of this sort of manoeuvre then our chance* of competing 
with ttiem ba>ed on the restrictions contained In the Comodtfy Control 
List are negligible.

He alto learned In Moscow that as a result of several U.S. companies 
being refused export licences for 3-axls machines, enquiries for our 
own machining centres have been choked off. All this despite the fact 
that a letter of Intent, coupled with Soviet declaration of end users 
factory, location and product type as well as Invitation to the U.S. 
Department of Comnerce Inspectors were offered by Stankolmport.

I have discussed this matter with Tom Nl les, Director of the U.S. 
Coffimerc I a I Office In Moscow and given him this same Information.

What Is Important for all of us as an Industry Is that it should be 
seen that licences can be granted In certain specific cases for non- 
strategic users. Unless this Is done It will be inevitable that 
enquiries for U.S. Machining Centres will be choked off.

Yours s I ncere I y,

X. BARCLAY 
EXPORT DIRECTOR

Cop I as to:
Mr.A. N. Hellewell - Export Director B 4 S 
Mr. L. H. cort - Product Director B 4 S 
Mr. L. B. Arnold
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January 9, 1976

Mr. Ronald C. Miskell
Numerical Control Engineering Dept.
Y-12 Plant
Union Carbide Corporation
Nuclear Division
P. 0. Box Y
Oak Ridge, Tennessee 37830

Dear Ron:

Once again so*;* information has cone into my hands 
which I feel should be brought to the attention of 
the Technical Advisory Committee. We have had an 
applicant reply to one of our ads for a position in 
Engineering. You will note from the attached resume 
that this applicant is a Russian emigrant who had 
worVed on N/C in Russia.

Note in his letter of December 12 that he had been 
working on a 5-axis machining center using a Siemens 
Sinumerik 540/65 N/C system for five axes of control. 
In addition he points out they were using inductosins 
on all five motions. There are two significant points 
in that one sentence. First, Siemens is apparently 
shipping S-axis controls into Russia. Second, the 
Russians do have 5-axis machining centers.

Also you should note in his resume that he was working 
on adaptive controls for boring. We interviewed him 
by telephon* on December 22 and in that telephone 
conversation Mr. Khersonsky verified that the S-axis 
machines were S-axis simultaneous contouring. He 
also stated that he had been working on CMC controls 
in Russia using both micro processors and mini 
computers. His task when he left was the development 
of a new CNC control with a mini computer.

Ron, I would appreciate your incorporating this 
information into the work of the Committee. Please 
let me know if you need any further information.

Sincerely,

LBM/bay L. B. Musser 
cc: DZielinski
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Mr. Tori Khersoncky 
1323 B Denison Drive 
3prtngfleld.Ill.627t*

December 12. 1975

Mr. Them** M. Trecker 
Manager Labor Relation*
ERNST A TKECUK CORPORATIOl 
11000 Theodore Trecker Way 
Milwaukee. WT. 5321*

Dear Mr. Treckeri

I am writing thia letter after your conversation with President of Springfield 
Jewish Federation. X beg pardons for my absent and hope that I'll be able to 
•how my knowledge In English) when we will meet personaljr.

X thank you for your interest to my seeking for a job. Fulfilling your request 
X send all publications what X could take with me from the USSR. Xnforttnetely, 
X can't give example of my designing because Russian Covenant don't permit to 
take any technical document. X try to explain ny the) most significant designing 
works.

X Bade design and petting into operation of Electrical Bqtd.pnent for Radial 
Drilling Machines with 2 and 3 axe* point-to-point Ntnwrical Control.This models 
were maden on base of Radial Drilling Machine with 2 coordinate table (sisdlar 
a* "Aaquith", "tolb" or "Carltan"'/ and have code transducers and induction motor* 
on all axe*. Tor this machines X elaborated the Thyristor Control Induction Drive 
with low speed for accurate stop of table and new device for braking of spindle 
motor.

X made design and setting np of complete Electrical Equlpaent for new Machine 
Center for precision metalvorideg. It baa two live spindles - first for drilling 
and Billing wi£h_aotraalic tooling changer and second for fine-boring with 
Numerical Control of boring dlametr. Thia Machine Center has 5 axes 'SlnwerJJc 
51*0/65", inductosins on all axes and Soi drives. For it there was elaborated 
new SCR drive with DC motor for aplndle*.

X also worked out technical assignment* for new types of KC systems, transducer* 
and SCR drive* for prospective design of BC Machine* and examined their.

X must apologize tgjpou for picture in one tsj book and ask to return It me aa far 
a* I have only one copy of this book.

Thank you for your attention.

Sincerely yours,

Turl Khersonaky

74-77J O - 7« - ill
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:i:J > ' ! I-,-., s. V-:rri-d. tvs children 
l."-n;-;«t;e»: 2%l.i;::< . P.uivi 
3ir;^Ue«- 0<!c3.-"a, JM.S

Seconds:? *ehool '.'•'•J TC'ss'.n, V.J.S.?.. , dlplcrsa
'.'nder'T^-Ttc :--: — •c' i;-.:e studies ir. ?olyt»chnisal In*tit«tc,
ilecr.r.;:.'1 - :;•-... OL--.-S, V.5.S.?.., •iiplora In tlectrir-.-chaaica!
:.-.-'-• «-r:r- -Ji'. ,v»r.t toX.?. J .e;rlc. . r-i-i-* ir.n? Jr. C.I .
?c»:"r-..--*.i«! ':--Jl«» lr. Zs5?rl".«r.tal r.efc^rci Initiate of °'.€la_
Cutting :ii,:nir.es (I'..'1':S), Mc-ccv, U.S.S.R... iijlora «•
of Technical Sciences ^q'jivaltnt to ?h?. in L'.i.A.)

II,

III.

969-I*?! Chief a«il(.n*r of ruiericel control <!e?t. In
offlc« of dianor.d boring ir.4 r:dl«l drilling nachirci 
Odti*«, I'.S.S.K. Lead group in th« design «nd r««««rch of clictrl- 
c«l tquipncnc for nunerical control drilling tnd boring n*chic«» 
(NC •jrittma, SCS drive* . prof ran controller*, «tc.) Dctiipud, 
fitted «nd c«»c«d radicl drilling rrachint« vith 2 or 3 »*«• K.C., 
and BcclUn* c«nt<r vith 3 ax«* N'C for precision boring, S«»«arei 
v«i in d«v«lopinc new >ypc> of SCK drive* with D.C. nocort for 
petitioning and for changing ipindlc velocity without gear box. 
Elaborated upon ?CS device for braking of induction motor* vith 
automatic i cop evitching without timer. Begen work on an adapcir* 
control for precision boring.

1966-1969 Poitgradu»t«, Senior Research Staff In Experimental Rea*arch Inati- 
tute of Metal Cutting Machines, Moscov and Terevan, U.S.S.T.. 
flaborated and tested an impulse control device vith thyriacor (SCX) 
In zero point of status winding of induction motors. This device) 
guarantied low ipeed for accuracy atop of machine Cable) vith N.C. 
Improved « ByJters of thyrlstor devices for o.uiet atartlng, control 
braking end low speed of Induction motors.

196J-1966 Senior Engineer-Researcher in Ukraine Research In«tltut« of Machine 
; Tools and Instruments, Odessa, U.S.S.R. Carrled-ouc research, 
' working and testing electro-heater* vith automatic regulator for 

plastics foundry and extrussion press; Induction trinvduseri for 
coordinntlon-nonitorlng nachincs and for riachlne tools vith adap 
tive control of cutting force. Began working on the problem of SCX 
control of electrodrivra far naciilnt tool* vith N.C.

1961-1963 Designer In Special Designing Office N3 (SKB-3), Ministry of Machine 
Tools Industry, Odessa, U.S.S.R. Participated in the aettinr-up and 
the Industrial testing of Numerical Control Coordinate Drilling 
(the first in the U.S.S.R.) and then carried on designing vork vith 
the principal purpose being assembling projects of electrical equip 
ment for drilling and boring machines.

A3VTSOST POSTS
President, State Conaisaion of Entrance Examination for

Numerical Control Drilling Machines and NC System* 
Menber, Scientific Advice of Nuoericnl and Adaptive Control for 

Tool Machines In EMMS

rv.
IS published articles in scientific magazines end transactions, 
four Inventions, and tvo books. The nost significant works arei

1. "Dates Selection of Positioning Systems with Probable Influences" .1 
Ty*;mici-1o-M o? F?'TVS rrt»d-.n;e», y^ucow, EIJIMS Press, 1960 '

2. "On Optimisation of th< ":icctric.il Drive for the hositloninj Meciani*f.e 
' in Cutting Mzch'.rrs" Eloctrieitv, 1968, N9

3. "Tnyrlstor Control o' I".duc:ion Motors" yoseotf lTi l'orr.elg-tro, 1?69
4. "Analysis and Deilgn 01 O^tinal ?ositlonlng Eiectrudr'.ve* Koscov, Energy, 1571 
}. "A;itorwtl»«tion of ?osi:icning El»ctrodrives" Muscov, Clergy, 1970 
6. "Compl*t* Tliyrlstor Reviles for Control 01 Induction Motors" Moscow.

'"'."Jl'> :9n 
'. "nvrntnr fovl;cs for Control of Induction Motors in y.-chinje",

Tf^r-.-.--. i*- of " !• ?X»::i Vr.ion Confor-^r.cc ct A-j'-rr.itic SlectsiIrlTes,
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16th October 1975

Mr. Ron Miikell
Union Carbide Corporation
P.O. Box No. 4
Oak Ridge, TN 37830

Dear Ron:

Enclosed is a copy of a letter 1 recently received from our Distributor 
in Sweden. Iti contents are (elf explanatory.

Svenska Dalalregister ii a DivUlon of the I.ITTON conglomerate - located 
in Sweden. They have recently let up a factory in the Soviet Union to 
produce cash regiiten, calculator!, small bu«ine»§ machine*, etc.

Our firm wa« fortunate enough to be (elected to iupply baiic Tool Room 
Jig Grinders for their Tool b Diemaking needs.

I have underlined In red - significant comments that most certainly would 
be of interest to our T. A. C. Committee. Pertinent points described are:

- "Electronic Controls for Machine Tools is nothing new to them" 
.. (Russians)

- "They have in operation for several years .» number of
Numerically-Controlled Machine Tools of Soviet design - 
as well as West-European origin".

- "They have fully competent Maintenance Engineers for electronics' 
... etc., etc.

I trust you will find this information useful.

Sincerely yours,

RWK:e* Richard W. Kuba
encl. Director of World Sales
cc: NMTBA

Mr. E. Loeffler

PROGRESS IN PMECISION SINCE
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m 8VENSKA OATAREGISTER Son 1200. S-171 13 Saint 1. S.«0«n

°CT *

Di ur Sirs,

Ht-rvico inatrm tiona for flt-rtronirs

Yiui havr recunt ly, oil our accouni , delivered to the cash register manufacturing 
]>lant Zuvud CAM in Ryazan in tlie Soviet Union certain machine tools according 
to <>ncli>Mi>d list. For tlioHr machines uur customer in Soviet a.- i/rts that the 
documentation lie h«s received is insufficient to ankf him capable to do the 
>i*cesaury maintenance yurk mid repairs on the electronic control syattas.

We have studied nnd diflruified tills problem oil-site in Ryazan. The 7,nvnd CAM 
fiif-tory suiiiufarturi'tt i-Aap registers. calculating nnrhipeM and computers with 
7.000 pmnlnvi.'1'iti FlectronJc control equipment for machine tgoli i« nothing 
ni'X to «.h»«. Tln'V have in operation aince teveral year* a number of numerically 
i iinl.rnl I I'M m.irliiin' toola, an well of Soviet aa of Wfat-Kurope'an origin. They 
liavt- ful ly ( onn»'ti'nt main t~nancu . amnefrn for electronics. But. to t ihiT out ~ 
wliicli compon.'nt in a control box i> ({one, even the best electronic engineer 
nceda curtain aurvire in» tructions, like specifications about voltages, 
1'ri'quunciv.s, signal relationships etc. at certain checkpoints^

WL> must here takn into consideration that the Russians work under much more 
ill ffirnlL i ii cumatani o» {_li«n we dq in W««t-hiurone. Due to certain facts which 
Ihr conjiuny /.ivod CAM lias nu control over, they are prevented from calling for 
the nacliinv manufacturer '» nervine engineer as noon as a malfunction occurs in 
a Bachine. Tin- if own jifrvice fnuinoers liave to _b»_ alil» to ellminatft till kind» 
of erryi 1 " in nil aurliini'n. Even tlic spare pai-ts supply ia very troublesome. 
When t)u< warranty period it finished, 7-nvod CAM can not count on upare parts 
niipply from Wo«t. Mucluinirul comuuiientg vlucli break vill he repaired or ronied 
anil miinii Iqct un-d oii-«iti- fir exclmnned by corresponiling Soviet onta. 
o t uc trnn I «'-j T In hir done, pxccpt for in '||\ electronic coroiionc'nt
it. JH Qllrn iminn»>h1o to liinl nu~t - after it was blown - what characteristic 
dutu it had hf I ore i t ML-W. f'or _Hioinle electronic components 1 i_kt* 

sHilile tu_ f i nd n_ ffulrto-mi-nt ufit is nl-Li-n nnsH
In forma I .Inn about the nuke und type oi the blown coufJOiicnt.

they have

Cont. ...
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the marking on the component itaelt is sometimes destroyed when it has* been 
overheated and burned, the identification should preferably also be available 
in tlie 1.1 ruin uia^uo or in u list of components connected thereto.

Mure complex electronic components like logic blocks, integrated counters, 
operation amplifiers etc. will give considerably greater problems. Even 
I he re, «1 thoiiiti' the Uus.-ii-.ua ran do jverv much hv uaing their own equivalence* 
lor replacement JT hv Bunufacturinj^ the nt-edeil cirrmt tai Im -u-irtp on-aitc. 
Hut to he ahl« to uu tUiit it 18 necessary to have information about the 
intended function of the block, its voltages, currencies, frequencies, 
loadings, siniml relationships etc. If the logic block is a standard item, 
it i» usually UIIOUK)I to huve the data giv. i, in the component manufacturer's 
catalogue.

(hir delivery to Zuvod CAM consists nt about 5<)0 BAch'iies. Aiuung them are 
uhoiit 90 different types of machines when: the electronic control is compli 
cated enough to cuus* the problems described aDove* I think you must under 
stand that we need your help to get the plant over then- to function. 
Regarding I he elec tr-inj cs delivered by you, ve need to ft from you all the 
service uuinuuls whicn your own service < igineers are imng. We think they 
uhouId t on tain

. trouhl e-^haoting instructi ns

. triraaihg instruction!

. detailed wiring diagrams

. component list*

. characteristic data for logic block* etc.

. spare parts catalogue

The language of tliat documentation should preferably be English or Gentian, 
but even other languages are better than nothing.

Ur. trust in your understanding and readiness to assist us in this troublesome 
situation. If something is unclear or you have problems (<> release the 
documentation, we ask you to contact our Kr. Carl Fagerlund or Mr. Olof Klinjbern.

Yours faithfully,

SVI.NSKA llATAItEUlSTKR An 
Ilyuzuii Project Administration

Carl Fagerlund

End. H, ,,,, t from list, of mschines at /avod CAM requiring completion of 
acrvice instructions for the electronic control:,.
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SVKN^KA P-MAHHilSlLH AI* 
I't ujt'U t ltya/.an

IHla Ka

riilrau ur I'ijr tin kii in;> iivrr ulrua tiling levererud till Ryazan, Sovjetunionen, 
lor yillii'ti utl'iif 1 ijtmv se rv i re ins 11 :k t loner erfordras liir elektroniken____

iH^al i|iniaskin Moore dlri(nr 3) I'O 1391-H125 16:1:19
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MAY 2 7 J975
ra KEARNEY & TRECKER CORPORATION
^ 110OO THEODORE TRECKER WAV • MILWAUKEE. Wl U.S.A. 53J14

414-478-8300 • T.l«x 028-663 • Cfbl. TfKk.rmil

May 23, 1975

Rauer H. Meyer, Director 
Office of Export Control 
Bureau of East-West Trade 
U.S. Department of Commerce 
Washington, D.C. 20230

Machine Tool Embargo covering 
the Eastern Bloc Countries.

Dear Mr. Meyer:

Over the past few years, Kearney 5 Trecker, as an individual 
company, and the National Machine Tool Builders' Association, 
as an association, have been in touch with you about the CoCom 
embargo on certain N/C machines and controls.

You may remember that Kearney 5 Trecker had an order from the 
U.S.S.R. for seven old MILWAUKEE-MATIC Model III-5-axis machines 
equipped with the old Bendix 1600 control. It was not possible 
for Kearney 5 Trecker to get an export license 30 we could fill 
this $5 million ordev.

We took individual action at that time, and had excellent cooper 
ation from your people in the U.S. Department of Commerce, who 
also set up the visits with the Pentagon for Mr. J.R. Joerger, 
our Vice President-International Sales. He met with Dr. M.J. 
Mountain a number of times on the subject.

Since that time, NMTBA has set up a committee to coordinate in 
formation and activity on this subject, and Kearney fi Trecker 
was represented by Mr. Lee Musser. This committee is now over 
two years old and the original members, having served their two- 
year tenure, have now been replaced. It is intended that I will 
now represent Kearney 6 Trecker on this committee for the next 
two years and will work within its framework.

We have been made aware of some information which we think should 
be brought to you directly, and which we have also brought to the 
attention of NMTBA. Mr. Joerger came across some information 
indicating that Kongsberg, an N/C builder of Norway, had sold 23 
S-axis computerized numerical controls to CSP in France (this 
information was published in a Kongsberg monthly newsletter, see 
attached). At the outset, Kearney 5 Trecker did not know to what 
country these controls would be destined and, therefore, contacted 
our agent in France, Forges de Vulcain. Forges de Vulcain passed 
on the following information to us yesterday:

KEARNEY & TRECKER • GOHTON • CLEEREMAN
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"GSP (Guillemin, Serge*, et Pegard) has sold 23 machining centers, 
Model 3-B, to Stankoi, ..ort (U.S.S.R.) fitted with Kongsberg CMC. 
Delivery is to start at the end of 197S. This is the first batch 
of 90 N/C machines which will be delivered to the U.S.S.R. by GSP 
before 1979.

Alcatel (French N/C builder) has sold SO N/C controls to the U.S.S.R." 
KfiT's contact ended the telex with this statement ... "please hold 
this information as confidential."

Please try to honor the confidentiality of our sources, but you can 
violate then, if necessary.

Mr. Joerger passed this inforration on to Dr. Mountain this morning, 
and Dr. Mountain indicated he would bring this information to your 
attention verbally and would also contact Bob Wright, of the State 
Department.

We realize that the U.S.A. does not wish to instigate a violation 
of the CoCotn embargo, however, Kearney 6 Trecker cannot sit back 
and watch other countries fulfill orders to the Eastern Bloc 
countries on a product that was developed in the U.S. and, in 
the case of machining centers, by Kearney 5 Trecker.

During recent visits to the U.S.S.R., Kearney 5 Trecker has been 
promised an order larger than any we have received in the past, 
if we would supply Stankoimport with Kearney 5 Trecker machining 
centers. Stankoimport did not necessarily ask for four or five 
axis machining centers. The machining centers, however, that 
Kearney 6 Trecker produces today mainly are operated by the KTCNC 
(Kearney 5 Trecker Computerized Numerical Control) and the CoCom 
embargo definitely restrains us from shipping CNC controls.

If we encounter any further information on this subject, we will 
take the liberty of passing it on to you. If we can be of help 
to you, we will co™e to your off're at your convenience.

Very truly yours, 

KEARNEY 6 TRECKER CORPORATION

John P. Bunce, 
Vice President

CC: Dr. M.J. Mountain _
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Mr. BINOHAM. Can I take it from the fact that you are not stressing 
this matter in your testimony today that this really isn't a priority 
concern because, frankly, it is a very difficult problem to address, par 
ticularly from a legislative point of view ?

Mr. McCLOSKEY. Well, I will see if I can get some specific docu 
mentation on that, but I think the general consensus of our industries 
is that it is still a problem. And we will try to document it to the extent 
that we can.1

Mr. BINGHAM. Thank you.

EXPLANATION OF LICENSE DENIAL

Now, a number of the complaints, or suggestions, that you have made 
with regard to the export licensing process seems to focus on a feeling 
that so much of the process is closed to you. You don't know why your 
licenses are turned down. The technical advisory committees aren't 
told why their recommendations aren't accepted.

On the other hand, the process is closed to us, Members of Con 
gress, also. The administration, in response to our requests for infor 
mation, stresses that section 7(c) is supposed to be for the benefit of 
industry—to protect trade secrets and so on.

CONGRESSIONAL OVERSIGHT

Now, to a certain extent, it seems to me, these positions are incon 
sistent, and what I would like to know is this: Would you gentlemen 
support an amendment to section 7(c) which would require the ad 
ministration to furnish the Congress any information about the opera 
tion of the act that is requested so that we can really have the oversight 
that you want us to have ?

Mr. CHRISTIANSEN. I am not too familiar with section 7(c), so I 
will have to plead ignorance on that point, but I think the Congress 
ought to have the information it needs to examine the act ana its 
administration.

How can you conduct an oversight function without receiving 
information t

On the other ' u.id, I am also aware of the fact, as I mentioned 
in that part of my statement, concerning boycott situations of the dif 
ficulties that could be encountered by firms who submit reports, per 
haps even in error, and then receive adverse publicity. Much of this 
concern holds true with East-West trade licensing. Certain firms might 
be placed in very adverse positions if certain information were re 
leased. Still if the information was solely for the use of the committee, 
I think a certain amount of disclosure would be an excellent idea.

Mr, BINOHAM. In terms of the matter of oversight, I personally 
agree with your recommendation that we should authorize the exten 
sion of the act for a year—by year—and I think that would give us 
better control of the situation because many of the problems that you 
refrr to, I think, are very difficult to reach from a legislative point of 
yi^w, and I think they can be reached primarily by the Congress hold 
ing the administration's feet to the fire.

1 See letter from Mr. Peter M<rCloskey on p. 373.
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EXPORT LICENSE DELAYS

I wanted to ask you specifically, in connection with page 5 of your 
testimony, Mr. McCloskey, what statutory language do you have in 
mind with regard to the licensing delays? That is page 5, line 8 of 
your statement.

You were rather negative on the chairman's suggestion that there 
might be a fixed time limit. If that is not the case, then, what kind of 
statutory improvement do you have in mind ?

Mr. MCCLOSKEY. Well, I didn't mean to be negative, only on the 
issue of shortening it to 45 days. I felt the 90-day deadline that is in 
the present act is appropriate, and we thought that that provision 
should be strengthened by having the administration require to pro 
vide reports to the Congress on their progress in meeting that 90-day 
objective.

Mr. BINGHAM. That is a fairly weak provision.
I take it, Mr. Christiansen, from what you said, that you would be 

in favor of a 90-day requirement, is that correct?
Mr. CHRISTIANSEN. We already have a 90-day requirement. The only 

thing is that there is a loophole that says if the Government can f 
reach a decision in 90 days they get back to the applicant and tell him: 
(a) , they can't make it, (b) , why, and, (c) , when they expect to make a 
licensing decision.

Mr. BINOHAM. I understood you to recommend that those exceptions 
be eliminated?

Mr. CHRISTIANSEN. No, no; I certainly did not mean to give that 
impression.

I can see situations where 90 days would not be adequate. This 
should be a small minority of cases, however, and not the large amount 
that it currently is.

I think that there should be an escape clause. The important thing, 
however, is to make sure that the Congress and the public is aware of 
what progress is being made. This is why we support the suggested 
amendment Mr. McCloskey has read requiring that this information 
be published in the annual reports, or semiannual reports.

Now, if, in the course of 2 or 3 years, or whenever the next oversight 
hearings come up, this hasn't done the job of shortening time delays, 
something stronger should be tried.

Mr. BINGHAM. In other words, Mr. McCloskey, the last sentence of 
that paragraph is, in fact, what you have in mind when you refer to 
statutory language ?

Mr. McCi/)8KEY. Yes; the quote in (c).

PROBABLE MILITARY CAPABILITY

Mr. BINOIIAM. Also, on page 5, at the top of the page, you suggest 
that the words "in all probability" lie used with regard to increasing 
the military capability of the recipient country. That is a pretty tough 
thing to prove. But you fool that the Defense Department ought tol>e 
in a position, in fact, to establish that if they are going to recommend 
against a license ?

Mr. MCCLOSKEY. I think there ought to be more likelihood that the 
export would lead to increasing the military capability of the receiv 
ing country.
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I think you could figure out and posit scenarios that would take 
almost any export and say that that offered some contribution, even in 
selling wheat, that allows them to put something into something else, 
You can make that very tenuous if you wanted to.

I think it should be more specifically connected with the likelihood 
that it may result

DOD REPORT ON HIGH-TECHNOLOGY EXPORTS

Mr. BINQHAM. Now, with regard to your comments on the defense 
science board task force on technology transfer, is the point that 
you make in that paragraph on pages^f and 8—Is that the principal 
point that you have in mind in terms of reservations on that report, or 
do you have other points in mind ?

Mr. McCLosKEY. The ones mentioned there were the principal ones 
I had in mind. I don't know whether anyone else that is with me today 
would like to commeiit specifically on that. I don't think so at this time.

But, as Mr. Chriftiansen mentioned, there is work being done to 
analyze that report in detail and our concern is that it does, in fact, 
mold the other interests into it, and that it not be looked at in a vacuum.

Mr. BINOHAM. Incidentally, I don't krow whether you are aware 
of the fact that in his testimony the other day, Deputy Defense Secre 
tary Clements indicated they, too, were rev sewing the recommendations 
of the task force. Originally they intende ' to £p v „ us their recommen 
dations in September. We nave persuade them they had better move 
faster than that if they want any consideration.

Mr. McCLOSKEY. I saw that.
Mr. BINOHAM. I think thit is all.
Chairman MORGAN. Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.

EXTENSION OF THE ACT

Mr. Christiansen, I would like to clarify for my own thinking the 
exact position of the U.S. Chamber of Commerce.

We have before us a bill introduced by the chairman, which is a 
straight extension of the present act. Do I understand that this is the 
view of the chamber that the act should be extended without further 
amendments?

Mr. CH.HISTIANSEN. No, sir, perhaps I wasn't too clear on this point 
in my test; mony.

Mr. WHALEN. You did express concerns and make some recom 
mendations without specifically applying them, as I read your testi 
mony, to the bill.

SENATE BILL 3048

Mr. CHRISTIANSEN. The statement indicates, of course, support for 
the extension, pure extension. It also indicates there are some modifica 
tions that should be made. Many of these parallel the recommendations 
of the Senate Banking Committee in title I of S. 3084.

Mr. WHALEN. We might be specific on that.
Mr. McCloskey, speaking in behalf of his group, urged that we adopt 

title I of the Senate bill with some further modifications. Does thp 
chamber take that same position? Does your organization support 
title I?
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Mr. CHRISTIANSEN. From what I have heard of .Mr. McCloskey's 
testimony and what I know of the chamber's position, I don't think 
there is any inconsistency. I think there is clear support for title I of 
the Senate bill with modifications of the type that have been suggested 
today.

Mr. WHALEN. I see.
UNANIMITY RULE

Mr. McCloskey, just a couple of questions with respect to your 
testimony.

Now, on page 6, you agree with the GAO report that the unanimity 
rule currently practiced by the Operating Committee should be 
eliminated?

I wonder, does the Commerce Department acknowledge that the 
Operating Committee does have decisionmaking authority, or do they 
acknowledge the existence of such a rule ?

Mr. McCLOSKEY. Well, I think it is a little confusing. I think the 
GAO report indicates that it exists, and I think Secretary Richardson's 
testimony, in fact, supported the fact that it did, when he said they 
couldn't operate on a majority rule.

On the other hand, he said that the final authority was with him.
But I think what happens in practice is that, in effect, it is unanimous 

rule and recommendations don't get to his desk until it is in that mode.
Mr. WHALEN. So perhaps there should be some clarification there 

by the Congress.
UNILATERAL U.S. EXPORT CONTROLS

On page 7, Mr. McCloskey, you recommend that unilateral export 
controls over and above the COCOM list be eliminated. What concerns 
me and my colleagues is how can we be confident that the exports 
available from our COCOM trading partners are, in fact, the same as 
U.S. products and such recommendation is danger free.

Mr. MCCLOSKEY. Well, I think the safest way would be to insure 
that a product gets into the COCOM list as well, that it not be one list 
for the United States and another list that is not as stringent for our 
normal trading partners. That is apparently the case today.

So, I think care has to be taken as to what we suggest goes into that 
initial list. But it seems we really are at a competitive disadvantage 
if COCOM would allow it but we do not and. in fact, there is technol 
ogy available from our allies. If that isn't the case, obviously, it isn't as 
bad a situation, but I think it is the case today that we do havs items 
on our commodity control list that are stricter than the COCOM list.

ACCESS TO COCOM LIST

Mr. LOEFFLER. To follow through a little bit on that particular 
thought, in the release of the recent COCOM list, the British Board 
of Traded Journal, dated April 30. had a rather complete listing from 
the COCOM. Our own documents, the commodity control list and its 
interpretations, appeared about a month later.

As a matter of fact, we still haven't received our copies through the 
mail. We went to Commerce to pick them up. And there were serious 
omissions in the commodity control list and its accompanying inter-
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pretations in that some of the explanatory notes in the COCOM docu 
ment were not in our own documents. So we arc not sure yet what we 
can ship from here.

The Europeans, especially the British, are very sure. As a matter of 
fact, on the subject of unilateral controls, the COCOM regulations do 
have what is termed administrative notes which grant to each member 
country the privilege of issuing licenses without referring back to 
COCOM for certain materials.

These are spelled out in the British publication very well. They say 
that items which are italicized in the text will be, in most cases, granted 
licenses. However, there is no recognition whatsoever in our own com 
modity control list that certain products may be granted licenses di 
rectly by our Government without going to COCOM.

Once again we are at a disadvantage in respect to our foreign com 
petitors of what can and cannot be shipped from particular countries.

STORAGE OF AGRICULTURAL EXPORTS IN THE UNITED STATES

Mr. WHALEX. Mr. Christiansen, you referred in your testimony to 
the overuse of the short-supply provisions and alluded specifically to 
the soybean embargo of 1973. Congressman Winn will be unable to 
return to our hearing this morning and asked that I inquire of you as 
to what the chamber's position is with respect to the Senate provisions 
regarding the storage of agricultural exports in the United States.

Mr. CHRISTIANSEX. I am not an agriculturalist, sir, but I understand, 
from my colleague here, that the chamber supports the thrust of these 
provisions.

Mr. WHALEN. Thank you, Mr. ChJrman.
Chairman MORGAN. Mrs. Meyner.
Mrs. MEYNER. Thank you, Mr. Chairman.

EXPORT LICENSE DELAYS

Mr. McCloskey, you seem to be very concerned about delays in the 
granting of export licenses and you propose a new, full-time, interde 
partmental operating committee to provide advice and consultation 
to the Department of Commerce.

Wouldn't such a committee just increase bureaucratic delays?
Mr. MCCLOSKEY. Well, such a committee now exists, but the problem 

with the committee is that it is ad hoc in nature, fragmented, and it 
doesn't have the normal staff supporting it. So what happens is we 
have the bureaucratic delays, if you will, because of the scheduling 
problems, because of whatever. It is not their full-time job. They wear 
many hats.

Mrs. MEYNER. You feel that if it was full time it would expedite 
matters ?

Mr. McCkoSKEY, I think the volume of the work certainly deserves 
full-time attention. And the way it is currently organized, where their 
efforts are split between various functions, in good faith they may cause 
many, many problems that wouldn't necessarily have to be if their full- 
time job was the licensing procedure.

Mrs. MEYNER. Along these same lines, do you believe that decisions 
concerning export controls of high-technology items can be made in 
less than 90 days ?
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Mr. MCCLOSKEY. Well, certainly where there is a track record on 

a particular item they can profit by the use of the previous file so it 
isn't an open and shut kind of thing. But there are instances where 
the same type of hardware, or the same equipment, perhaps, have en 
countered the whole processing being done again.

Now, perhaps the end users were different, but it seems the technical 
questions had been resolved.

UNILATERAL U.S. EXPORT CONTROLS

Mrs. MEYNER. Mr. McCloskey, you recommended that this commit 
tee should consider eliminating unilateral U.S. export controls which 
are not included in the COCOM list. Can you give me some examples 
of such U.S. unilateral controls; what have been their effects in terms 
of U.S. security and the loss of possible business by American firms?

Mr. MCCLOSKEY. Well, I think one of them, the one I mentioned 
earlier, is the question of safeguards.

Mrs. MEYNER. You may have answered a question like this when 
we went to answer that rollcall, so I apologize.

Mr. MCCLOSKEY. The safeguard Question is one in which our coun 
try has much more stringent controls than our COCOM partners do. 
We require unusual efforts on the part of people to report such things 
as the use the equipment is currently being used for and make inspec 
tions, and there is quite a bit of concern about whether or not em 
ployees of commercial enterprises that are not Government employees 
are, in fact, acting in capacities beyond that which they should be 
asked to do, whether or not there are exposures for those personnel 
in the event that equipment were being used improperly, whether they 
are, in fact, agents of our Government, or whatever.

Mr. Donaghue of Control Data Corp. would also like to add to that.
Mrs. MEYNER. Thank you.

STATEMENT OF HUGH DONAGHTJE, CONTROL DATA CORF.
Mr. DONAOHUJ:. I would like to give you one type of example that 

comes up with these safeguards. For the smallest of the computer sys 
tems that we sell to Eastern Europe the U.S.S.R., and the People's 
Republic of China, we are required to visit each installation and file 
a site report and on a monthly basis for 3 years, and, then, on a quar 
terly basis for 3 more years.

In my dealings with some of our COCOM partners around the 
world, I have questioned them about the feasibility of this particular 
safeguard condition which we, here, in the United States follow very, 
very faithfully, and I got this type of comment:

Well, when you look at monthly reporting, you must look at the 
weighted average, and the weighted average says you have to report 
something like 12 times a year. So that reporting can occur at the end 
of 1 month, and then you are still around to visit that site at the be 
ginning of the next month. Well, that covers two reports. Then, you 
do not necessarily have to really do all that either because weighted 
average says it ought to be around 12. Maybe that is 16; maybe it is 8 
or 10.
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Now, an American firm has to undertake, and diligently does when 
it signs an agreement, to make those visitations—and it reports back 
to the U.S. Government, filling out reports and answering certain 
questions, and our Government knows what he has done. We must 
rely on the other COCOM countries, on the other hand, to report to 
CUCOM, "Yes; we are complying," but other COCOM governments' 
relationships with their firms may be completely different from ours.

We have to take into account the economic cost of this—you can 
imagine the expense of sending someone to Peking with a set of con 
ditions as I have been trying to negotiate with the Chinese, or sending 
someone to Peking on a monthly basis, whereas our foreign competi 
tion, if they use the weighted average, may be able to comply with 
their government's regulations. It is this type of thing, we face.

Mrs. MEYNER. Thank you. That sounds like a very reasonable 
answer.

Thank you, Mr. Chairman.
Chairman MORGAN. Gentlemen, I have one further question.

TECHNICAL, ADVISORY COMMITTEES

The technical advisory committees are composed, I believe, solely 
of representatives of industry. Does either one of you gentlemen think 
it would be useful to expand the membership beyond industry, say, 
to scientists, engineers, not employed in industry ?

Mr. CHRISTIANSEN. The structure of the technical advisory com 
mittees at this time is predominantly people in industry, but there are 
also Government people who are selected to serve on these various 
panels. I think they can also appoint scientific people; I don't think 
there is any prohibition about this.

The last time around, in 1974, the regulation was altered to make 
it mandatory to have Government participation from more than just 
the Commerce Department. This has been done and it has made the 
committees more useful.

The problem is basically one of making sure that the recommenda 
tions of these committees are solicited, taken seriously, and there is 
feedback. I think these are the bulk of the problems I hear from the 
industry participants.

Mr. McCr,O8KEY. In addition, although members often are repre 
sentatives of industry, they are there very much in an individual 
capacity, and, in fact, because of the security requirements, they are 
precluded from making even their own management fully informed 
of what is going on in those committees. They have to deal with such 
things as hypothetical situations. They are on that committee in an 
individual capacity. They really aren't representing their company, 
although they were originally nominated probably because their com 
pany asked that their name be submitted.

But once there they really don't represent their company, they 
represent industry as much as they can from their own individual 
viewpoint.

Chairman MORGAN. Thank you. gentlemen.
The committee stands adjourned until tomorrow morningr-
[Whereupon, the committee adjourned, to reconvene at 10 a.m.. 

Wednesday, June 10,1976.]





EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

WEDNESDAY, JUNE 16, 1076

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.G.
The committee met at 10:25 a.m. in room 2172, Rayburn House 

Office Building.Hon. Donald M. Fraser, presiding.
Mr. FRASER. The committee will come to order.
The committee is lacking in attendance this morning in part because 

a conference committee on the military assistance bill is still in 
progress.

The House committee today holds its 6th day of hearings on the 
Export Administration Act and the subject scheduled for this morn 
ing is nuclear exports.

The committee will hear in due course one of the Nation's experts on 
nuclear proliferation, Albert Wohlstetter, professor at the University 
of Chicago and a defense nuclear analyst. Professor Wohlstetter is a 
consultant to the Director of the Anns Control and Disarmament 
Agency and has served as a consultant to the Secretary of Defense and 
other governmental agencies.

Before hearing from Professor Wohlstetter the committee is honored 
to have one of our distinguished colleagues from Xe\v York, Elizabeth 
Holtzman, who will present testimony on the problem of the Arab 
boycott.

Ms. Holtzman.

STATEMENT OF HON. ELIZABETH HOLTZMAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK

Ms. HOLTZMAN. Mr. Chairman, I want to thank you and the mem 
bers of the committee for giving me the opportunity to testify before 
you on the very important subject of the Arab boycott.

I will save the committee's time and be delighted to summarize my 
statement, if it is the chairman's wish.

Mr. FRASER. That would be fine.

IMPACT OF THE BOYCOTT

Ms. HOLTZMAN. Let me state first that the facts presently show that 
the Arab boycott has substantially interfered with the conduct of 
American businesses in the United States. For example, the latest 
figures released by the Commerce Department indicate that out of
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approximately 4,000 requests to comply with the boycott., there were 
only 288 instances in which firms reported a refusal to comply.

The percentages shown in the latest figures have been pretty con 
sistent with past history in this area.

IMPLEMENTATION OF THE BOYCOTT

Basically the Arab lx>ycott works as follows: Shippers must certify 
that the ships that are being used are not Israeli in origin or Israeli 
owned, and that they will not stop at Israeli ports. Before American 
hanks can pay American exporters who export to Arab countries, the 
banks have to have a certification from the exporter stating that the 
company which produced the commodity supplied was not affiliated 
with any company on the blacklist and that the supplier or exporter 
had no direct or indirect connection with Israel. American banks are 
thus indirectly made tools of enforcement of the Arab boycott.

In addition, an Arab company, which is a leader or comanager of 
an investment venture cannot contract with a blacklisted investor. 
Thus we may recall that the Kuwait International Investment Co. 
withdrew from two lending syndicates when its comanager. Merrill, 
Lynch, Pierce, Fenner, and Smith, refused to drop La/ard Freres as 
an underwriter.

Mr. Chairman, the interference with American business does not 
atop solely with the companies with which American businesses trade; 
it reaches to the people that they employ.

There have been instances in which employees have claimed that 
they were either not hired or fired as a result of the desire of an Ameri 
can company to do business with the Arab countries.

The situation, Mr. Chairman, is not likely to get better but instead 
is likely to get worse.

IMPORTANCE OP MIDDLE BAST MARKET

It is estimated that, by 1980, OPEC nations are likely to have ac 
cumulated half a trillion dollars in investment capital. Half a trillion 
dollars, if I may remind the members of this committee, is approxi 
mately equal to the value of all the companies listed on the New York 
Stock Exchange.

It is croin<r t° be increasingly difficult for any American company to 
resist the temptation of getting a piece of that action.

FREEDOM Or FOREIGN COMMERCE

I would say, Mr. Chair-man, that the Congress has an obligation to 
act in these circumstances. Comrress has an obligation, under its con 
stitutional power to regulate foreign commerce to protect the Ameri 
can business that wishes to do business in accordance with our coun 
try's own laws. I think freedom of foreign commerce is directly at 
stake here, and not only the freedom of foreign commerce, but the 
freedom of commerce within the United States. The fact is that 
American companies should not be hindered by outside foreign pres-
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sures from doing business with other American companies in the 
United States.

Congress also has an obligation to act to protect our citizens against 
discrimination. Discrimination on the basis of religion is the issue at 
this time, but the powers that dictate this kind of religious discrimina 
tion now could dictate discrimination on the basis of race or other 
criteria in the future.

STATK ANTinoYayrr LAWS

I think it is urgent also, Mr. Chairman, for Congress to act in order 
to protect those States that have taken initiatives to protect their own 
citizens against the Arab boycott. At this time Maryland. Illinois, and 
Xew York have all enacted statutes which protect their citizens 
against discrimination caused by the Arab boycott. It has been sug 
gested that, as a result of these statutes, these States have lost busi 
ness. That claim has been made specifically with respect to the port 
of Xew York.

I think, Mr. Chairman, it would be unfortunate for the Congress 
to permit States who have taken action to protect their own citizens 
from discrimination to suffer economically as a result. In this circum 
stance only Congress has the power to act—and Congress has the 
obligation to act, in my judgment—to protect American business and 
to protect American citizens from invidious discrimination dictated 
by foreign countries.

I would add, too, that unless Congress acts now the situation is likely 
to get much worse in the future.

[The prepared statement of Hon. Elizabeth Holtzman follows:]
PREPARED STATEMENT OF HON. ELIZABETH HOI.TZMAN, A REPBEBENTATTVE IN 

CONORKSB FROM THE STATE OF NEW YORK
I am very pleased to have the opportunity to testify before this distinguished 

Committee on the Important matter of protecting Americans from the Arab 
boycott. I am glad that this Committee is considering amendments to the Export 
Administration Act that will address the discriminatory effects of foreign-inspired 
boycotts.

For most of our 200 year history, the I'nited States has not been subject to 
the economic pressure of other nations. Recently, however, the staggering oil 
wealth of the Arab countries has radically altered this situation. In both 1974 
and 1J)75, the income of the OPEC countries exceeded $100 billion. Their surplus 
in balance of payments for 1975 baa been estimated nt $29 billion. It is esti 
mated that by 1980, their investment capital will exceed one-half trillion dol 
lars—an amount equal to the value of all companies on the New York Stock 
Exchange. Few companies are likely to resist the temptation to share in this 
wealth.

With these billions, Arab nations now often dictate American business prac 
tices. They tell American companies not only what foreign countries they can 
trade with, but it is claimed that they also tell our companies what Americans 
they can employ or have on their Boards of Directors. It has been charged that 
several New York architectural firms have discharged Jewish employees In 
order to secure Arab business. A shipping company recently settled with two 
Jewish applicants who charged the company with refusing to hire them for 
engineering positions in Arab countries on account of their religions.

Last summer, in testimony before the House Judiciary Committee in support 
of my own bill on this subject. I outlined in detail problems created by the 
Arab boycott. Rather than repeat the points I made then, I hope you will permit 
me to refer you to that testimony which is attached.
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It is intolerable to permit foreign Interference in American business relation 
ships and employment practices. It la crucial that the United States Congress 
act, under its constitutional power and obligation to regulate foreign commerce, 
in order to protect American businesses.

The proposed amendments to the Export Administration Act, pending before 
this Committee, will protect Americana from gome of the effects of the Arab 
boycott. The Act now states that the policy of the United States is to oppose 
foreign boycotts against countries that are friendly to the United States and to 
encourage United States firms not to participate im boycott activities against 
these friendly nations.

But this non-mandatory "policy statement" and the accompanying Commerce 
Department regulations have not significantly deterred participation by United 
States firms in the Arab boycott. Instead, we have watched the boycott of 
Israel expand into a powerful secondary boycott. Now American companies 
are subject to the boycott if they trade with blacklisted nuns, and, it is rumored, 
if they employ persons who support Israel (i.e. Jews). ,

The Export Administration Act nbw) requires American firms to report any 
request by a foreign country to supply information or sign agreements relating 
to the boycott of a country that is friendly to the United States. This require 
ment does not seem to have been taken very seriously. While the Commerce 
Department estimated that between 1970 and 1975, 30,000 United States firms 
had either done business abroad or expressed an interest in doing so, no more 
than 00 firms reported discrimination requests during that period. Moreover, 
the repo'ts forwarded to the Commerce Department, indicate widespread com 
pliance with the boycott. From January 1974 through October 1975, of the 
54 percent of companies that reported on their compliance, only 2 percent 
reported they had refused boycott requests. Forty-six percent of the -firms 
reporting boycott requests did not even provide information on whether or not 
they had complied.

In the last quarter of 1975, the Commerce Department started requiring firms 
to inform them about compliance with boycott requests. The report for the 
quarter showed compliance with boycott requests in 01 percent of the cases.

On Tuesday of this week, the Director of the Commerce Department's Office 
of Export Administration, reported that of 4,071 boycott requests reported by 
banks for the four month period ending March 1076, there were only 288 refusals 
to comply.

Since the mere "policy statement" in the present law has failed to deter 
compliance with the Arab boycott and halt discrimination against United States 
businesses and citizens, new measured are needed. Congress should enact legis 
lation that prohibits firms from forwarding information about the race, reli 
gion, sex, or national origin of the firm's employees, directors, and shareholders. 
Companies should be flatly prohibited from participating in the boycott.

Two states (New York and Maryland) have enacted legislation in response 
to boycott-inspired discrimination. Some have claimed that as n result of the 
New York law, Aiab trade may have switched to ports in other states. New 
York should not suffer because it took steps to protect its citizens from dis 
crimination. Rather Congress should act now to establish a national policy 
against discrimination.

I cannot urge strongly enough that the committee report legislation to protect 
American businesses and citizens from the invidious and discriminatory impact 
of the Arab boycott.

REPRESENTATIVE HOLTZMAN TESTIFIES ON BII.I, To STOP ARAB BOYCOTTS 
[From the Congressional Record, July 10, 1075]

The SPEAKER pro tempore. Under a previous order of the House, the gentle 
woman from New York (Ms. Holtzman) is recognized for 15 minutes.

Ms. HOLTZMAN. Mr. Speaker, yesterday morning I testified before the Sub 
committee on Monopolies and Commercial Law of the House Judiciary Com 
mittee on behalf of II.R. 5246, a bill to prohibit Arab-inspired secondary boycotts 
against American businesses. I introduced this bill together with Chairman 
Peter Rodlno of the Judiciary Committee, and it now has 85 cosponsors from 
25 States.

Because of the importance of this matter, I would like to bring my testimony 
to the attention of my colleagues.
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TESTIMONY OF REPRESENTATIVE ELIZABETH HOLTZMAN 
INTRODUCTION

I am deeply grateful to the distinguished Chairman of the Judiciary Com 
mittee, Peter W. Rodino, Jr., for his wise leadership in holding hearings on the 
important subject of Arab-inspired discriminatory boycotts. I am honored that 
he- joined wJth me in introducing U.K. 5246 and that a majority of this sub 
committee has co-sponsored it as well.

In recent months we have heard many reports of Arab economic blackmail 
aimed at American firms which trade with Israel or are owned by or employ 
Jews. Arab nations and businesses have not only directly refused to deal with 
such firms, but they have sought to force other American firms to discriminate 
against them as well. That they attempt to coerce others in this country to 
adopt those practices is dangerous and intolerable.

The implications of such economic coercion are enormous, posing a great and 
increasing threat to our Nation. A small number of Arab companies can, 
through economic pressure, Influence a much larger number of American com 
panies to participate in discriminatory practices. Thus, a multiplier effect is 
created which could spread discrimination throughout American business. And 
as their economic power grows, the Arabs are likely to have a much greater 
influence on American business than ever before, both through foreign trade 
and through increased investment in domestic corporations.

We cannot allow the Arabs to use naked economic blackmail to coerce Ameri 
cans into engaging in religous discrimination, and we cannot allow any foreign 
power to dictate business practices in the United States.

PROVISIONS OF H.H. 5246

It is essential, then that Congress act quickly to protect Americans from 
foreign economic blackmail. H.R. 5246 will do so. It imposes stiff criminal and 
civil penalties on companies which use economic means to coerce others to 
discriminate against Americans because of religion, race, sex, national origin 
or lawful support for or trade with another country.

The bill also penalizes any company that cooperates with or participates in an 
illegal boycott. This provision is particularly important, because it will furnish 
American firms with a legal basis for resisting discriminatory Arab economic 
pressure, and deny competitive advantage to any company which would yield to 
such pressure.

Thus, for example, it would be unlawful, under the bill, for an Arab bank 
to tell an American company—as a condition of dealing with that company— 
not to »lo business with another ilrm, because it is owned by Jews, or because it 
trades with the State of Israel. U would be unlawful, as well, for the American 
company to obey such a discriminatory command.

Although the bill was designed «o meet the immediate threat posed by Arab 
oil blackmail, its scoj>e is broader. It is Intended to protect all Americans 
against secondary boycotts engaged in for purposes of religious, racial, or other 
discrimination.

In order to have a substantial deterrent effect, the bill imposes severe penal 
ties, equal to those in the antitrust laws. Any company which Instigates an 
illegal boycott would be subject to fines of up to $1 million, and its officials 
subject to imprisonment for terms of up to 3 years and fines of up to $100,000. 
A firm that participates in a boycott would be subject to fines of up to half a 
million dollars, and it.s officials to fines of up 10 $50,000.

The Attorney General is also suihorlzed to seek a civil penalty of up to 
$500,000 against a firm initiating a discriminatory boycott. If the firm is not 
present in the United States, the Attorney General is empowered, in an ap 
propriate proceeding, to seize its assets in this country, including any funds 
owed to it by an American company, to satisfy the civil penalty.

Any person or company injured by an illegal boycott could bring action in 
Federal court for treble damages against a company investigating the boycott. 
In addition, an individual or company would have the right to sue to stop a 
boycott from going into effect, and to bring an action for damages against a 
company participating in a boycott.

Every effort has been r.iade to draft a bill that protects all Americans from 
invidious economic coercion, but does not, in the process, infringe on rights of 
free expression. Eminent legal authorities have been consulted in the drafting
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of the bill to assure that It prohibits Arab economic blackmail and similar types of discriminatory economic coercion, but nothing else. Thus, the prohibition against instigating a boycott applies only to companies conducting business for a profit—not to individuals, labor unions, and nonprofit organizations. Second, the bill prohibits only secondary boycotts; that is, the pressuring of "neutrals" to refuse to do buisness with a third person for reasons of race, religion, sex, or trading with a foreign country.

DIMENSIONS OF THE PROBLEM

It has been the unique good fortune of America not to have to worry about foreign economic threats to our way of life. Now, for the first time in our 200 years, this independence may be slipping away because of the growing wealth of the oil producing nations.
It is staggering to realize the present and potential wealth of the OPBC nations. OPEC oil revenues in 1974 were estimated at $105 billion Of this amount, some $55 billion is eurplus, available for foreign investment. The re maining $50 billion is used to purchase goods and services—in large part from the United States and other industrialized nations.
These sums provide the Arab nations with enormous leverage in the world (economy—leverage which is only beginning to be felt because the great portion of the wealth has been acquired In the past two years. In the words of Assistant Secretary of the Treasury Gerald L. Parsky: "We must recognize that the in creased economic power of the Arab oil exporting countries has substantially enhanced the potential effect of the boycott. Being boycotted by the Arab League is a much more serious situation for most American firms in 1975 than it was in 1955."
And 1 might add, it will be even more serious in 1980 when it is estimated that the Arabs may be importing $200 billion a year in goods and services, and when they may have accumulated half a trillion dollars in investment capita)— equal to the value of all companies listed on the New York Stock Exchange. How serious is the situation now? The full impact of the petrodollars is hard to gauge, but by viewing a few illustrations, we may get an idea of the size of the problem.
Under the Export Administration Act, nxporters are required to report any requests they receive to engage in restrictive trade practices. From 1970 through 1974, exporters rei jrted 44,709 transactions Involving Arab requests for discrimi natory trade practices against Israel. In only 14 of these transactions, 0.03 per cent of the time, did an exporter say it would not comply with the discriminatory request. Indeed, last year, wheo exports to Arab League nations rose 80 percent to $3.4 billion, not one exporter reported a refusal to comply vith a discrimina tory request.
Reports under the Export Administration Act represpnt only the slimmest tip of the iceberg, since the Commerce Department acknowledges that the vast majority of exporters either do not know of, or simply Ignore, its requirements. Thus, while the Commerce Department estimates that 30,000 U.S. firms either do business abroad or have expressed an interest in doing so, no more than 60 firms have ever reported discrimination requests in any of the last five years. In addition, the Act does no'; apply to shipping companies, banks, and other financial institutions, all of which are subject to the Arab boycott.The Influence of Arab money on financial institutions is even harder to deter mine because no law reqmlrea the identification of all foreign investments in the U.S. According to one estimate, Arab nations have two to three billion dollars deposited in each of several major New York banks. The withdrawal or even the threatened withdrawal of those deposits, representing from 8 percent to 15 percent of a bank's assets, could cause great financial dislocation.Arab wealth has, thus, grown to the point at which it can exert great influ ence on American business. The projected tenfold Increase In this wealth In the future presents a truly frightening prospect and demands the immediate atten 

tion of the Congress.
DISCBIMINATOBY PRACTICES PBED

The chief means used by the Arabs to coerce American businesses is the Arab League boycott. A list of companies to be boycotted is produced by the League's Boycott Office In Damascus, Syria, and each League member develops it? own 
blacklist based on this master list.
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Companies are blacklisted because they allegedly contribute to the military or economic strength of Israel. While the criteria for determining whether a company should oe included on the list are not at all clear (nor are they rigorously followed), its scope «s broad. A company may be blacklisted because of so-called "Zionist tendencies," which may mean that a prominent officer or shareholder 
supports the existence of the State of Israel or has donated to Jewish causes. Firms i^ay be blacklisted because they are joint venture partners of other blacklisted firms, because they operate branches in Israel, or because they provide technical assistance to Israeli companies.

Arab governments and businesses are not supposed to contract with, sell to, buy from, or patronize blacklisted firms. Some examples:
An Arab company which is a leader or comanager of an investment venture cannot contract with a blacklisted investor. Thus, the Kuwait International Investment Company withdrew from two lending syndicates when its co-manager, Merrill Lynch, Pierce, F*;nner and Smith, refused to drop Lazard Freres as an underwriter. The Kuwaitis have successfully forced blacklisted underwriters out of several French lending syndicates.
Arab companies direct American banks not to pay exporters, unless the ex porter certifies compliance with the boycott. Thus, in order to make payment under n Letter of Credit, the Bankers Trust Company required suppliers and exporters to declare that the company which produced the commodity supplied was not affiliated with a company on ihe blacklist, and that the supplier or ex porter had no direct or indirect connection with Israel. In this way, American banks are made the enforcing agents of the Arab boycott
Suppliers of goods to the Arabs are required >o certify that the goods are not of Israeli origin, do not contain Israeli materials, and are not manufactured by companies on the blacklist.
PMpners are required to certify that the particular vessel used Is not black listed, is not owned by an Israeli and will not call at an Israeli port.
Pressures can be direct—as when the Arab League Boycott Conference warned Volkswagen to stop dealing with Israel. (Volkswagen, to its credit, has not compiled.)
Pressure can be subtle. In an unverified story, recounted in the New York financial community, an American corporation was seeking a loan from an American Investment hank. Saudi Arabian money was involved. An officer of the American hank said that because some oL' the company's directors were associated w'th blacklisted firms, there might be some problem with the loan. Whether or not the company ultimately receives this loan. It will certainly have a good look at its Board of Directors and be more careful next time. And whether <ir not the story is accurate, it Is likely to have an effect.
Some of the biggest American companies are involved. The Ford Motor Com pany is on the blacklist and its President is quoted as saying: "I would like to see Ford off the list." The Chase Manhattan Bank refused to open an Israeli branch, acknowledrlng that it feared economic retaliation by the Arabs. If Ford and Chase Manhattan can be intimidated, how can the average firm hope to resist 

Arab blackmail?
THE ANTITRUST LAWS ARE NOT AN EFFECTIVE ALTERNATIVE TO H.R. B246

The anti-trust laws are broad and general. They do not, in so many words, outlaw primary or even secondary boycotts.1 If they are to apply to discrimina tory secondary boycotts, it can come about only through judicial interpretation.There are, however, a number of serious legal problems with applying the anti trust laws to discriminatory secondary boycotts. In fact, the Justice Depart ment—In its testimony of March 3, 1975, before a House Foreign Affairs Subcom mittee—expressed serious reservations about the applicability of the anti-trust 
laws to this problem.

Let me enumerate for you some of these legal stumbling blocks. The first and most serious one is the so-called "foreign compulsion" defense to an anti-trust prosecution. A company can avoid any liability by proving that its illegal anti 
trust actions were coerced by a foreign government.In this regard, the recent case of Internamerican Refining Corp. v. Texaco Maracaibo, Inc.,' is instructive. Here, a l.'.S. corporation brought a treble dampge action against two other American corporations which refused to ship oil to it.

1 Section 1 of the Sherman Act makwi illegal "every contract, combination ... or con spiracy in restraint of trade or commerce . . . with foreign nation*. » (307 F. Supp. 1291 (D. Del. 1970).)
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The two American corporate defendants claimed that they were exempt from 
liability because they were coerced Into a boycott by the Venezuelan Government. 
They claimed that the Venezuelan Government threatened not to sell them any 
more oil if they did business with the American plaintiff. The court held the 
defense of coercion was valid. Unless this case is overruled, it would seem to 
provide a ready defense to virtually all anti-trust prosecutions aimed at discrim 
inatory secondary boycotts.

The "combination and conspiracy" requirement of the anti-trust laws in the 
second stumbling block. It may be difficult to cover some of the most serious 
offenses under this language. For example, let us take the situation where a 
company engages in discriminatory boycotts in order to obtain economic benefits 
that would not be available otherwise. Suppose there is no actual agreement or 
contract to engage in that discrimination. Would this be covered under "contract 
and conspiracy" requirement? Perhaps not.

The third problem occurs with the defense of sovereign immunity. Business 
enterprises owned by or agents of foreign governments might claim that theirs 
were acts of the sovereign government and that they, therefore, were immune 
from prosecution. The fourth problem arises from the "material adverse effect" 
requirement. The Government wouid have to show that a boycott against busi 
nesses that trade with Israel would have a "material adverse effect" on com 
merce in the United States. But, if the particular goods could be sold either to 
Arab countries or to Israel, it might be very difficult to show any material harm 
to U.S. commerce from coercing a company to sell those same goods to one rather 
than the other.

The Justice Department also pointed out a final barrier to a successful anti 
trust prosecution: the fact that the Arab-inspired boycotts are politically, not 
commercially, motivated. If actions in restraint of trade that have non-commer 
cial purposes are legal, obviously any discriminatory secondary boycott would 
be legal.

Even if the courts in the final analysis construe Section 1 of the Sherman Anti 
trust Act to cover discriminatory secondary boycotts, we would still be con 
fronted with two problems. First, it is not clear the Justice Department will at 
tempt to bring any prosecutions. Only a few months ago, it expressed doubts 
about the applicability of the anti-trust laws. In fact, its failure to utilize the 
anti-trust laws to protect U.S. businesses since 1946 speaks to the point rather 
eloquently.

A second and equally important hurdle is the fact that courts may be unlikely 
to impose stiff anti-trust penalties for discriminatory secondary boycott*. At the 
outset, for example, there may be judicial reluctance to impose treble damages 
where there is a substantial change in the Interpretation of the law.

The provisions of H.R. 5246 avoid all of these problems and make is possible 
to impose stiff sanctions on discriminatory secondary boycotts. That is the pur 
pose of the bill. Its mandate to the courts and the Justice Department is clear. 
The bill plainly rejects the foreign compulsion defense. The bill eliminates the 
problems with "combination or conspiracy" language. Section 246(b) makes it 
clear that efforts to engage in discriminatory conduct for the purpose of avoid 
ing coercion are prohibited. The bill, of course, eliminates any possible need for 
a finding of commercial motivation.

H.R. 5240 deals effectively with the sovereign immunity defense. The Internal 
Revenue Service exerts jurisdiction by imposing a tax on business enterprises 
which are, in essence, agencies of foreign governments. (Section 892; Revenue 
Ruling 66-73.) While H.R. 524fi exeepts nations themselves as defendants, it 
covers all business enterprises that are reachable for tax purposes—even if they 
are wholly owned by foreign governments.

Therefore, in view of the serious legal questions that will arise from an effort 
to apply the anti-trust laws to discriminatory secondary boycotts, it seems to me 
that the most effective way of dealing with the problem is simply nnd explicitly 
to outlaw it, in so many words.

Mr. FRASER. Thank you very much. Ms. Holtzman.

>IPU>MACY

The State Department, as I understand it, claims that through quiet 
diplomacy they are able to deal with these issues. I take it yon don't 
think they have had much success.
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Ms. HOLTZMAN. I think the figures belie that claimed success. We 
have not seen any substantial improvement in terms of the numbers of 
companies refusing to comply with the Arab boycott request. Tins is 
demonstrated by the Commerce Department's own figures.

S^ond, we have more reported incidents of employees, Jewish em 
ployees, claiming discrimination.

Third, we have not s«>cn the disappearance of the letters of credit 
which require a statement of boycott compliance by American banks, 
nor have we seen a disappearance of the effects of the boycott.

I think the statement by the Secretary of State and the State De 
partment, that this is a matter to be taken care of by diplomacy, is in 
correct. Congress has an obligation to protect i*° "!ti;:cns against dis 
crimination, which is dictated in this instance by the action of the 
Arab boycott.

Mr. FRASER. Well, I know of one case personally in which a friend 
^f mine was asked to withdraw from participation in a job so that the 
company could get a contract in one of the Arab countries. In my 
view, if State is as concerned about these problems here as they are 
about human rights issues abroad, they don't care very much and they 
don't do very much and I agree with you. It couldn't be any worse 
than to have these practices recreate discriminatory practices inside 
the United States. I think that absolutely intolerable.

DISCRIMINATION

Ms. HOLTZMAN. May I say, Mr. Chairman, also that this country has 
made substantial strides in the past in eliminating arbitrary discrimi 
nation based on religion and we are making strides with respect to 
discrimination based on race and other matters. Isn't it an incredibly 
ironic and bitter and tragic thing to permit these advances to be over 
turned, especially at the instigation of outside powers, which are using 
neutral Americans and neutral American business as economic tools 
to serve their own ends. I think the Congress really has an obligation 
to protect Americans in this circumstance.

Mr. FRASER. Well, I agree very much.
Mr. Findley.
Mr. FINDLEY. Thank you, Mr. Chairman.

LEGISLATIVE PROPOSALS

Ms. Holtzrnan, we are. delighted that you came to bring your fcvce- 
ful statement. You don't have specific language that you recommend 
for inclusion but I hope at some point you will give us your judgment 
of proposals that will come forward in the form of amendments.

Ms. HOLTZMAN. Mr. Findley, let rne say I introduced a bill, which 
is now before the House Judiciary Committee, that would deal with 
this matter by imposing very stiff civil and criminal penalties. The 
administration has supported a portion of the bill—not the portion 
that protects American business against boycotts, but the portion that 
protects Americans against discrimination—and I am happy at least 
it is willing to go that far. I don't think it is far enough but I would 
tell the gentleman I would be more than honored if I could provide 
any assistance to this committee or to him in terms of trying to deal 
with this problem. I think it is a very serious one.
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Mr, FINDLET. Thank you, Mr. Chairman.
Mr. PHASER. Mr. Solarz.
Mr. SOLARZ. I want to take this opportunity to congratulate my dis 

tinguished colleague from Brooklyn, who is my next-door political 
neighbor, for the very thoughtful work she has done on this issue. 
Were it not for the fact that your own bill has not, I gather, been 
called up for consideration in the Judiciary Committee, you probably 
wouldn't have had to deal with this question in our own committee. 
As fate would have it, we have the responsibility. I want to indicate I 
think your own work in this regard has really helped to lay the politi 
cal and legislative basis for a number of other proposals that subse 
quently have been introduced.

IMPORTANCE OF MIDDLE EAST MARKET

I would like to ask you, if I may, how you would deal with what 
seems to me to be the emerging fundamental objection to the kind 
of prohibitions with respect to compliance with the boycott which you 
and a number of other members have advocated. That is, our trade 
with the Arab countries is substantial, and it is likely to become even 
more substantial.

I heard some people suggest that by 1980 it may be as much as $10 
billion a year. Obviously, we have difficult economic circumstances in 
the country, presumably a lot of jobs are at stake.

In spite of this boycott, Israel seems to have done relatively well 
economically. Obviously the boycott hasn't been helpful to Israel but 
it doesn't appear to have brought Israel economically to its knees.

In light of those considerations, what is the justification for run 
ning the risk of losing all of this trade with the Arab countries ?

I am just asking the question so you can addre<=« it yourself.

DISCRIMINATION

Ms. HOLTZMAN. With regard to the first matter, it seems to me ab 
solutely unconscionable for our Government to permit, even to obtain 
economic gains at the cost of fostering discriminatory practices 
against American citizens. Right now the OPEC nations are con 
cerned about Israel and, therefore, discrimination on the basis of 
religion is what is likely to occur. But it doesn't take very much imagi 
nation to see that the discriminatory purposes of the Arab boycott 
could be directed at people on the basis of national origin or on the 
basis of sex or race. I don't think this country can tolerate that,

ANTITRUST

Second, the Justice Department has now brought a lawsuit against 
a corporation claiming that participation in the boycott in some cases 
violates the antitrust laws. The State Department, I gather, wasn't 
too happy about the initiation of this suit. If the suit is sustained, then 
the antitrust laws themselves will impose criminal and civil penalties 
for some kinds of participation in the boycott.

The real problem is that the Justice Department has taken the posi 
tion for a number of years that the antitrust laws do not apply to most

\
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aspects of the boycott and it could take many years for the case to be 
litigated.

Let me also add the Arab countries need our trade just as much as we 
need theirs and, in any case, I think our Government has an over 
riding obligation to protect our citizens' freedom of commerce and 
discrimination.

Mr. SOLARZ. Let me pursue that, if 11 lay, for a moment.
I think everyone pretty much agrees <ve cannot countenance dis 

crimination against our own citizens on the basis of religion or race or 
anything else. In fact, even the administration takes the position that 
any American firm which refused to hire people of particular reli 
gious faiths at the request of a particular country would be violating 
existing rules and regulations.

SECONDARY BOYCOTT

At the same time, everybody pretty much agrees that in terms of the 
primary boycott, if the Arab countries don't want to trade with Israel, 
that is their business and nobody can prevent them from doing so. The 
real controversy seems to be over the secondary boycott in which the 
Arab countries take the position they won't trade with any American 
firm that is doing business with Israel.

Purely in those terms I wonder if you could address yourself to the 
prohibition against compliance with the secondary boycott?

Ms. HOLTZMAN. The secondary boycott goes even further. It in 
volves not only the refusal to do business with a company that deals 
directly with Israel, but even with a company that has an association 
with another company that deals with Israel.

Basically, this country has a solemn obligation to protect American 
business with respect to freedom of commerce. As long as we have no 
specific laws prohibiting our companies from trading with a foreign 
country, our companies ought to DC free to trade with that country, 
and yet, as a result of the boycott, any company that is going to trade 
with Israel, or with a company that does business with Israel, has its 
markets in this country restricted and it is put at a competitive dis 
advantage. I don't believe that our Government ought to permit that 
kind of absence of competition. It should permit companies in this 
country to deal on an equal footing as long as they are obeying the 
law.

I would hope that this is a principle that we could continue to apply.
I think the only reason the administration opposes any statutory 

enactment of a prohibition against the boycott is that they want to 
deal with this through diplomacy.

Mr. SOLARZ. I just want to say in conclusion, Mr. Chairman, that 
the witness, I thought, made one very important point. Those of us 
who come from a State like New York where an antiboycott regula 
tion has been enacted have a problem where the Port of Brooklyn is 
losing a substantial amount of business because people are coming 
to other ports. In the absence of national legislation people from our 
city who desperately need jobs will suffer significantly.

Thank you.
Mr. FRASER. Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.
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REFUSAL TO DEAL

Ms. Holtzman, I would like to inquire a little further on the point 
raised by Congressman Solarz. In your bill how do you treat this 
problem of Arab refusal to deal with companies which are trading or 
have invested in Israel ?

Ms. KoLTfc&AN. Well, I don't think we have any concern, in a leg 
islative sense, about a foreign country that wishes or doesn't wish to 
do business with the State of Israel. It is when that foreign country— 
be it an Arab country now, or any other country at any other time- 
makes neutral American businesses pawns and tools in their economic 
warfare against another country, that the problem arises. Then I 
think our country's obligation is to protect oui companies so that 
they can trade freely as they desire and so that American companies 
cannot be put at an unfair competitive disadvantage if, for example, 
they wish to trade with Israel.

Mr. WHALEN. I share your concern but I am not quite certain that 
you responded to the question. If company "A" has a plant in Israel, 
now would you handle the situation where an Arab State refused to 
purchase from company "A"? It is an American company. Does your 
bill address that?

Ms. HOLTZMAN. Yes; the bill really deals with American companies 
here in the United States and it is carefully worded to deal specifically 
with the issue of the secondary boycott and not to go beyond that. It 
is also worded to permit consumers who boycott businesses for political 
reasons to continue those activities. There are some free speech aspects.

I think the secondary boycott is a legitimate concern, and have tried, 
in the bill I introduced in the Judiciary Committee, to take care of that 
problem.

DISCRIMINATION

Mr. WHALEv. I share your concern about the requirement often im 
posed by Arab States that domestic firms discriminate against their 
own employees.

It has been argued by some that we already have laws that take care 
of this. How would you respond to that argument?

Ms. HOLTZMAN. Let me answer that as follows:
The present Federal laws that protect against discrimination on the 

basis or religion, sex, and the like, are limited only to companies that 
have 15 employees or more. They do not protect employees in com 
panies of under 15 employees. They dp not protect members of boards 
of directors. They don't reach the situation where, for example, a 
company will say "perhaps it is urwise to have Jews on the board of 
directors because now we are doing business with Arab countries,'' and 
so they fire or get rid of the Jewish members of the board of directors.

The present laws don't protect partners. For example, some stock 
brokerage firms, some export companies, some architectural firms 
might be operating as partnerships, and partners who are eliminated 
on the basis of religion would not l>e in any way covered under the 
present law. So you have those three areas in which the present laws 
do not protect against that kind of discrimination.

Mr. WHALEK. Thank you.



453

Thank you, Mr. Chairman.
Mr. PHASER. Mr. Blester.
Mr. BIEBTER. Thank you, Mr. Chairman.

PRIMARY BOYCOTT

I wonder if I can separate in my own mind exactly what I think 
are three areas of concern—one being the primary boycott, in which, 
let's say, an Arab country decides it will not do business with Israel. I 
take it you have no concern about that. I don't know how anybody can 
deal with that.

Ms. HOLTZMAN. I don't think our country would have jurisdiction to 
deal with that problem.

DISCRIMINATION

Mr. BIESTER. Now. as to the third of these problems, the intracom- 
pany discrimination problem. If our current laws don't handle that we 
should devise laws that do because that is one of our fundamental 
purposes as a country, as a people. So, I don't have any difficulty with 
those two. It is the one in the middle that gives me my problems.

I would appreciate any help you could give me on it.

REFUSAL TO DEAL

With respect to, let's say, company "A" that Mr. Whalen was talking 
about, which is an American company, it does business with Israel, or 
has investments in Israel, as a result of which an Arab country says 
OK, we won't do business with you. How does the American Govern 
ment control that, by passing a new law ?

Ms. HOLTZMAN. Yes, hut how it is controlled depends on t'ie nature 
of the bill that is passed.

Mr. BIESTER. How would your bill handle it ?
Ms. HOLTZMAN. Well, it would operate if the Arab country were 

subject to the jurisdiction of the United States, and that sometimes is 
not the case. I mean an Arab Government saying in its own territory 
"we are not going to deal with you," would not be covered. If it is the 
Kuwaiti Bank, which is operating in the United States, and we have 
jurisdiction, then that kind of statement would be covered.

DISCLOSURE
What the bills before this committee do is to prohibit inquiries as to 

what trade a company has with foreign countries and to prohibit em 
ployment inquiries as to the race and .%x and religion of the employees 
so that a foreign country will have some difficulty in making a decision 
as to whether or not to boycott the particular company. That, I think, 
is a very appropriate and very important way of dealing with this 
problem.

Once a company doesn't have to disclose or is prohibited from dis 
closing information about its trade with foreign countries and its trade 
with other American companies, then it becomes much harder to 
enforce the boycott.

Mr. BIESTER. You help me tremendously but I still have a small 
hole left with respect to the secondary boycott question.
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Now, as to that, if the question would come from the branch of a 
Kuwaiti Bank, or a branch of a Saudi Arabian company in the United 
States, we would have control of that; but if the questionnaire came 
from the headquarters of the Kuwaiti Bank to a branch of an Ameri 
can company in France, would we have any control of that ?

Ms. HOLTZMAN. Maybe not. I think, Mr. Biester, we would have to 
say we can't solve the problem to 100 percent satisfaction, but I think 
the important thing is that we begin to deal with this problem as best 
we can, at least in situations that are the gravest and where our juris 
diction is the clearest.

IMPLEMENTATION OF THE BOYCOTT

Let me point out that often the secondary boycott doesn't involve 
only three parties—and Arab country, an American company, and 
Israel. Usually it is an Arab country, an American company, a second 
American company that does business with Israel, and Israel. Then 
there are four parties, and the problem is that the Arab country is 
causing an American company not to do business with another Amer 
ican company because that company is trading with Israel. An Arab 
country can tell an American company not to use an American ship if 
that ship stops at an Israeli port or not to buy parts from an American 
company because that company also has a factory in Israel.

It really seems to me that the problem is that a foreign country is 
dictating what companies an American company can deal with on the 
basis of factors having to do with an outside country. That, I think, is 
the serious problem.

I think we ought to permit an American company to deal freely 
with other American companies based on the competitive quality of 
their goods and not on the basis of whether they do business with 
Israel.

Mr. BIESTER. Would your bill handle that?
Ms. HOLTZMAN. My bill will handle that but mv bill is not within 

the jurisdiction of your committee. The bills before this committee 
also effectively deal with that problem and I really think they are 
very important.

Mr. BIESTER. Very good, thank you.
Mr. FRABER. Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.
I have no questions but I would just like to compliment the gentle- 

lady on her statement and her testimony and her leadership in this 
field.

Ms. HOLTZMAN. I thank the gentleman from New York.
Mr. FRASER. Mr. Oilman.
Mr. OILMAN. Thank you, Mr. Chairman.
I. too, want to join my colleagues in commending the gentlelady 

for her interest and concern in this vital issue and for formulating 
legislation worthy of consideration by this and other committees.

LEGISLATIVE PROPOSALS

Of the legislation presently pending before this committee, which 
of the Arab boycott bills do you find to be the most important and 
which would you recommend for passage ?
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Ms. IIoLTZMAN. Well, I think the bills take different approaches. I 
would say that, to deal effectively with the boycott, any bill from this 
committee oughf to have the provision restricting the providing of 
information to a foreign country as to the race, religion, sex, and the 
like of a company's employees, and information with regard to other 
companies or countries that a company does business with. That would 
be, in and of itself, a terribly important tool in restricting the appli 
cation of the boycott. I think, second, that your bill ought to pro 
hibit participation in the boycott.

If you enact those two provisions, you will have gone a very long 
way to stopping this problem.

I^et me add: I am not even sure that we are ever going to require 
imposition of any penalties once such a bill becomes law. I think if 
American companies can say, "We are prohibited by our country's 
laws from doing this," then we have given American companies a leg 
to stand on in resisting the boycott. That may be all that is necessary 
under the circumstances.

DIPLOMACY

Mr. OILMAN'. In their testimony concerning these measures, the 
administration, Commerce Department, State Department, have indi 
cated that in due time the proolem would take care of itself and that 
some progress is being made. What are your comments with regard to 
their contentions?

IMPACT OF THE BOYCOTT

Ms. HOLTZMAN. Well, I haven't seen any evidence that that has oc 
curred. I think rather than the situation getting better, in my judg 
ment, the situation will get worse because, as I have indicated, the 
petrodollars in OPEC countries are going to increase. As the numbev 
of those dollars increases, the ability of the Arab countries to black 
mail American businesses will increase and not decrease. We have 
already seen some indications of increased boycott pressure, some re 
ports, for example, of discrimination in architectural firms that do 
construction business in the Arab countries. In one situation, there 
was a settlement between a Boston company and two Jewish employees 
of complaints regarding discrimination as a result of the company's 
desire to do business with Arab countries. Yes, we may continue to 
let this situation go forward and not deal with it by statute, but then 
we really are permitting Americans to become subject to enormous 
powers which will permit discrimination against them. I just don't 
think we can really tolerate that or further pressures against Ameri 
can companies. I don't think our country ought to permit it to happen.

IMPACT OP AXTIBOYCOTT LEGISLATION

Mr. OILMAN. There were several business and professional groups 
that appeared before this committee in opposition to the legislation. 
The general contractors group and a consulting engineers group both 
indicated that because of the massive amount of potential Arab dol 
lars out there that adopting this legislation would be turning away 
much needed business to the American economy.

What is your response to that?
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Ms. HOLTZMAN. My response is that American technological ex 
pertise is something that Arabs are going to need desperately and do 
need desperately and if it becomes a law of this country that we do not 
permit this kind of discrimination then I think that the Arab coun 
tries will cope with this problem. I don't think that we are going to 
find competitors who can compete with our expertiflejm all aspects of 
world trade. There may be some economic damage, i am not saying 
that that is not a possibility. But I think we have to weigh the damage 
that will be caused to American citizens by discrimination on the basis 
of their religion. This is noL it seems to me, a tolerable thing for this 
country to permit. Second, if we do not resist the boycott, we are going 
to be restricting the ability of American companies to do business 
lawfully under our Constitution and under our country's laws with 
foreign countries. I don't think that our country ought to permit an 
erosion of that principle. Some companies right now are being dam 
aged economically because they have done business with Israel. Can 
we stand by and see that kind of economic harm continue?

So, I consider the possible loss of Arab trade to be a concern, but I 
think there are overriding economic concerns and overriding policy 
concerns about freedom of trade and protecting Americans from dis 
crimination that argue persuasively for enactment of statutory pro 
tections against the boycott.

Mr. OILMAN. I thank the gentlelady for her comments.
Mr. FRASER. Mr. Lagomarsino.
Mr. LAGOMARSINO. I have no questions.
Mr. ERASER. Thank you very much, Ms. Holtzman. We appre 

ciate your testimony this morning. You have been very helpful to the 
committee.

Ms HOLTZMAX. Thank you, very much.
Mr. FRASER. We will turn now to Professor Wohlstetter of the Uni 

versity of Chicago.
For those who weren't here earlier I will simply repeat, Professor 

Wohlstettor is a defense and nuclear analyst and also consultant to the 
Director of the Arms Control and Disarmament Agency and has 
served as consultant to the Secretary of Defense and other Govern 
mental agencies.

Professor Wohlstetter.
STATEMENT OF ALBERT WOHLSTETTER, PROFESSOR, UNIVERSITY 

OF CHICAGO AND CONSULTANT TO THE DIRECTOR OF THE ARMS 
CONTROL AND DISARMAMENT AGENCY

Mr. WOHLSTETTER. Thank you, Mr. Chairman. I appreciate the op 
portunity to discuss with this committee the potential spread of nu 
clear weapons that is permitted by present export rules. I would like 
to put in the record at this point the introductory chapter of a study 
of this problem that I recently concluded with several colleagues.

Mr. FRASER. Without objection, we will incorporate that in an ap 
propriate place in the record.

[The document referred to is chapter 1 of "Moving Toward Life in 
a Nuclear Armed Crowd?" which follows:]
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I. The Trcndte and the Quearlona They Pose 

"Whatever else hospitals do, they shouldn't spread disease."

Florence Nightingale

What follows is conccrnej with Analyzing trends In the spread of 
nuclear technology, and with using the analysis to define questions criti 
cal for policy. It is intended to raice more questions than It will an 
swer. For good reason. In this complicated and fateful area of policy, 
very often actions taken for the best of ends, perversely, defeat them. 
If our policies are to cope with the spread of military-nuclear technol 
ogy rut her than encourage it, It's essential that they be more than sym 
bolic and well intended, oore than "allusive and sentiment*!" (as Robert 
Oppenhelmer called Atoms for Peace). They need to be concrete and aimed 
precisely at the problems posed by changes In the real world. Otherwise, 
like the 19th Century hospitals Florence Nightingale referred to, they 
are as likely to spread the disease as to cure it. But then, It is 
essential to understand underlying causes and effects. This phase of 
our work it deliberately a preface to policy.

To Sum Up Some Key Points

1. Many countries, including many agreeing not to make bombs, will cone 
vi-ry close to it without violating the agreements.

o It has been understood from the outset of the nuclear age that 
designing a bomb and getting the non-nuclear components are much 
easier than gutting fissile material in high enough concentrations 
for an explosive. Research on bomb design and testing of non- 
nuclear bomb components are not prevented by agreement, and can 
proceed in parallel with the accumulation of fissile material. 
Fit,sil<' uranium (in particular U235) or fissile plutonium (espec 
ially Pu239) in concentrations high enough to need no isotope 
separation and only a modest amount of chemical separation are then 
the key hard-to-get requisites for making a nuclear bomb.

o By 1985, according to their 1975 plans, nearly 40 countries will have 
enough chemically separable plut ^um for a few bombs in the spent fuel 
produced by their electric power reactors.

o Ahout half these countries have been planning a capacity by then to 
separate at least that much plutonium from the spent fuel.
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o A few years later, if plutoniura recycling has become general, 
many governments will come significantly closer to obtaining 
chemically separated plutonlum metal, even if they do not them 
selves separate pluLonlum from spent fuel: Those that manufacture 
plutonlum dioxide fuel rods will have plutoniun easily available 
In their starting and in-process inventories. If they neither 
separate plutonium nor manufacture their own plutonium fuel rods, 
nonetheless about 25 or more countries would hnve very large* quan 
tities of plutonium (from SO to 1400 bombs worth) in fresh un- 
irradiated fuel.

o Some research (as distinct from electric power) reactors may 
be fueled by weapons grade uranium and some, like the CIRL'S re 
actor supplied by Canada to India, may produce plutonium for a 
few explosives. Reactors used for ship propulsion use highly 
enriched uranium as fuel. Each of these is a potential source 
of weapons grade material, obtainable without violating agreements. 
The weapons material these sources might provide will be dwarft-d, 
however, by the plutonlum output of electric power reactors owned 
by an increasing number of countries.

o All of this can happen without violating agreements — at 
least any clearly understood, unambiguous agreements: A kind 
of growing legitimate — but Damocletian — "overhang" of coun 
tries increasingly near the edge of making bombs.

o This overhang of countries acquiring material for nuclear weapons 
as a legitimate byproduct of civilian programs is in addition to 
those that might get it by an overt military program they have not 
foresworn; or, by cheating; or simply by shopping, as Libya has 
tried, for a finished bomb.

2. For this major problem of a growing legitimate "overhang," safeguards 
will become increasingly irrelevant. The "overhang" requires no diver 
sion, and therefore no violation of safeguards.

o The U.S. bilateral and trilateral agreera'jnts on nuclear coopera 
tion that we have examined (over half of those concluded with 30 
countries) leave title to the plutoniura in the countries operating 
the reactors, subject only to safeguards. But the acquisition and 
storage of this material can grow legitimately under watch by a 
safeguards inspector.

o The distinction between "safe" or civilian activities and mili 
tary or "dangerous" activities is becoming increasingly ambiguous

o This ambiguity will confuse and reduce warning that bombs are 
about to be made, or that they can quickly be made; such ambiguities 
also weaken sanctions. (Sanctions impose some costs on suppliers as 
well as on recipients, and the less cJcar cut the violation, the 
weaker the resolve of the supplier.)
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3. Sophisticated proponents of a safeguard system stress that it is primar 
ily a kind of early warning alarm bell. However, ns things stnnd, the IAEA 
safeguards system which la designed to defect diversion may actually muffle 
signs of the critical changes taking place without diversion.

o The early warning that has always been implicit in the notion of 
safeguards would permit individual governments to respond appropri 
ately and in time even if no collective sanctions have been defined.

o 3ut the IAEA rules, designed to protect commercial and industrial 
secrets, obscure information relevant for the decisions on security 
by governmenta.

o The IAEA treats information reported to it by the individual coun 
tries it monitors as to actual quantities of nuclear materials and 
their physical and chemical states as "Safeguards Confidential." 
It does not show this critical information to any other governments; 
much less to the public.
o As o result, not much is known in or out of governments in any regular 
way about f.he distribution by country of stocks of fissile material.

4. The most immediate prospects for acquiring nuclear explosives tend now 
to be small or less developed countries (LDCe), especially those outside the 
Soviet orbit, not — a& once expected — the most advanced Industrial powers.

o The situation may be like that of the Marxist revolution: pre 
dicted for the advanced bourgeois countries, it came in the backward 
ones.

o This development, among other things, may complicate the problem 
of slowing the spread of bombs by merging it with problems of the 
demand by the less developed countries in the third world for equity 
(or more precisely, equality) with the advanced industrial countries, 
many of which are also nuclear exporters.

5. The problem of subnational ~r transnational nuclear terror seems most 
acute in those countries that are the most immediate prospects for acquir 
ing nuclear weapons.

o Nuclear terror, while possible in the United States, has recently 
because of its sensational character, been given an exaggerated 
amount of attention here: Congress and the press have given it more 
notice than the worsening problem of proliferation.

o Some of the- countries that may soon acquire nuclear weapons, how 
ever, are politically unstable and much more liable to sudden threats 
of mass destruction from dissident factions.
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6. The nost likely countries to decide for nuclear weapons appear to be non- 
aligned by choice or to be outcasts, dropouts or fading members of alliance 
systems, especially the U.S. alliance system: South Korea, shaken by the 
collapse In Southeast Asia; Taiwan by that and the U.S. rapprochement with 
the People's Republic; Pakistan, which left SF.ATO feeling unhelpcd by the U.S. 
and the U.K. in its conflict with an India that has since shown Chat It can 
make and detonate nuclear explosives; Iran, now following a policy of "inde 
pendent nationalIsm" In the Middle East and interested in keeping external 
powers out of the Gulf; Brazil and Argentina asserting independence in the 
Western Hemisphere; Spain so far excluded from NATO; and South Africa odd-
•an out of all alliance systems. In the same way the few Communist countries 
that may move In this direction are outside the Soviet orbit, like Yugoslavia, 
or moving away from it in foreign policy, like Rumania.

7. For most less developed countries whose civilian programs are moving 
them closer to a military capability, the civilian economics look partic 
ularly poor: Nuclear electric power is capital-intensive and more likely 
to be economic on a very large scale. But less developed countries are in 
general short of capital and need electric power generated in smaller units.

o The oil price increase by OPEC (Organization of Petroleum Exporting 
Countries) intensified the scarcity of capital and foreign exchange 
In those less developed countries that arc not members of OPEC. Initial 
predictions immediately after October, 1973, that the price increase 
would make nuclear electric power generally economic for LDCs, even 
compared with fossil fuels ouch as Imported or indigenous coal, were 
nlsleading and have been revised. The economics of recycling plutonium 
(recycling Is particularly dangerous from the standpoint of proliferation) 
look especially unattractive in LDCs.

o The LDCs in OPEC that have suddenly acquired a great deal of capital 
have snail needs for energy anr1 very large supplies of fossil fuel.

o Investment in nuclear energy is a poor choice among alternatives 
for the economic development for LDCs. It diverts capital from more 
productive uses. In short, compared with alternatives, instead of 
speeding economic development and slowing the spread of military 
technology, as we had hoped for decades, the subsidized transfer 
of nuclear technology has slewed development and may speed the spread.

8. Trends in the relative cost of some forms of nuclear electric power
•ost dangerous from a military standpoint make them look much less attrac 
tive even from a strictly economic point of view. Programs for such nuclear 
processes need to be looked at with particular sobriety and skepticism.

o It would be worth a substantial economic sacrifice to avoid the 
large political costs in allowing the development of a world of many 
nuclear armed states. And some sacrifice in the form of extra dollar 
costs night conceivably be involved in restricting nuclear electric 
power to less dangerous forms that minimize access to readily fission 
able material. However, such extra costs are not at all likely to
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be large In relation to total electric power costs; and they nay be 
negative. We m;iy nave money as well as potential trouble by foregoing 
some plainly dangerous activities now contemplated.

o The trends in capital costs of Hi^h Temperature Gas Cooled Reactors 
(HOT?*)—particularly dangerous because they have been designed to be 
fueled by weapons grade uranium with a 93% concentration in the fissile 
Isotope U235—now make HTCRs look unpromising.

o More important, trends show a drastic worsening in the relative 
costs of light water reactor (LWR) power with plutonlun recycling, 
compared to such power without recycling.

o The estimated costs to separate plutonium from electric power 
reactors have increased tenfold in ten years. They remain highly un 
certain. Extracting plutonium from LWR spent fuel and making it into 
plutonium fuel rods to replace some fraction of the uranium fuel and 
recovering uranium from the spent fuel, it now appears, will be more 
expensive than using Li,e fresh uranium fuel rods they would replace: 
50X more in a large (5 WTU* per day) plant in the United States; 80% 
more in such a plant in a multinational nuclear center; 400% more in 
a 1 MTU per day plant which would be quite large for a less developed 
country. (Costs might double again for plutonium extracted from heavy 
water reactors (HWRs). Recycling fissile material from HWRs is even 
less economic than from LWRs since the HWR spent fuel contains plutonium 
in more dilute fmm and uranium with much lower U235 content than 
natural uranium.) Recycling, in short, seems likely to lose ??ther 
than save money.

o Nor would it conserve much scarce uranium. A recent OECD (Organiza 
tion for Economic Cooperation and Development) estimate indicates that 
for the entire non-Communist world, the cumulative savings from plu 
tonium recycle until the year 2000 might amount to 9 months' supply 
of uranium at that date. Together with the recovered uranium, the 
recovered plutonium might reduce requirements for fresh uranium by 
about 10Z.** A recent estimate by the Electric Power Research Institute 
(EPRI) suggests a cumulative saving in the non-Communist world of about 
13Z by the year 2000 or slightly more than OP.CD's. For the United 
States, the EPRI numbers indicate uranium savings of about 102 by 
1990 and 16* by the year 2000.

* 5 MTU means 5 metric tons in uranium content of the spent fuel reprocessed.

**Kecovered uranium is contaminated with U236 and is, therefore, equivalent 
to only about one-half the amount of uncontamlnated uranium. We have taken 
this penalty fa< tor into account in this and following estimates of resource 
savings from recycling of uranium.
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o Based on the KPRI projections, savings from uranium and plutoniun 
recycle would amount to about 12 of total energy consumption from 
1975 to 1990 and, perhaps, to about 2 percent from 1975 to the year 
2000. Such amounts are within the "noise" level of uncertain long- 
run forecasts of energy resources consumed.

o It follows that even if recycling plutonlum and uranium saved money 
rather than lost it. It could not save much in delivered kilowatt hour 
costs. If we were to suppose that the costs of separating plutonlum 
and the extra cost of fabricating plutonlum dioxide fuel rods were zero, 
that Is, that reprocessing wen; free, recycling could save only about 
a tenth of the uranium fuel co;;ts Incurred by the non-Communist world 
up to the year 2000. S?Tice nuclear fuel cycle costs themselves are 
less than 102 o" delivered kilowatt hour costs, that would mean a 
cost saving of about 1Z even if reprocessing itself were to cost 
nothing. But reprocessing costs will be substantial.

o It cannot be persuasively maintained—though it is often repeated 
at the expense of some confusion in our anti-proliferation policy-- 
that recycling is an essential to the future of nuclear electric power.

9. The current public debate unfort.unately tends to pit extremes against 
each other: on the one h.ind advocates of stopping and dismantling all nuclear 
electric power as equally hostile to tha environment and physical security; 
and on the other, those who appear tu defend all forms of nuclear energy 
as vital to the growth of our own and other advanced industrial societies 
and as critical to the oconc-nic development of the poorer countries.

But the extreme alternatives are rot in fact very interesting. It 
is plain, for example, that we will for a very long time use fossil fuels 
and nuclear fuels is well. The important choices all li« in between the 
extremes, tuch as the choice between realtors that recycle plutonlum and 
those that do not, and In general, choices among various forms of non- 
nuclear and nuclear energy appropriate at particular times and places.

10. If nuclear weapon or near-weapon capabilities spread among less 
developed countries, the .spread jay at sone later date alter the decisions 
of some advanced industrial countries that have so far deliberately foregone 
the development of an Independent force of nuclear weapons.

o Advanced Industrial countries like the Federal Republic of Germany 
and Japan have been both protected and constrained by their alliance 
relations.

o Alliances themselves may be weakened by the spread. (Nuclear 
weapons have long been promoted as a substitute for alliance.) If 
so, as the taboo weakens, some advanced countries may follow the 
lean developed ones.
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11. There are several branching processes that may increase the gather- 
Ing instability we have described.

o Nuclear exports create not only users of nuclear electric power 
with the byproduct of fissile material, nuclear exports also create 
other nuclear exporters. So Westlnghouse created Frsmatome, Gener 
al Electric created Kraftwerk, and so on. Now it seems India may 
be in the business of exporting.

o It is possible to trace serial connections between the Chinese 
and the Indian explosions on the one hand, and the public and pri 
vate decisions to edge toward the making of a nuclear explosive 
In other countries. In fact, though the Indian explosion followed 
the Chinese by nearly ten years, study of the development of the 
Indian program plainly shows the linkage. Case studies of other 
Asian and Middle Eastern countries show analogous links to the 
Indian explosion.

o These branching processes are, however, more complex than the 
exponential physical and biological processes that have suggested 
the standard metaphors of proliferation. They are not automatic, 
but depend on a complex set of political, military and economic 
relations.

o Nonetheless these cumulating changes point to serious instabili 
ties in the processes of decision both -to acquire and to use nuclear 
weapons. They add up to the prospect of a much more disorderly 
world.

12. A feeling of fatalism on this subject is growing. A fev years ago 
two of the ablest students of proliferation commented that two views 
seemed to be emerging: One held that there was no problem (the Non- 
Proliferation Treaty would tak? care of it). The ether held that there 
was no solution (nothing could be done about it). Today many seen to 
hold both of these positions. They base the more cor.fortable position 
(that there is no problem) on the hope that thr> spread might not be so 
bad in effect anyway. (Many of the countries that may get nuclear wea 
pons, they say, will be quite responsible, especially when equipped 
with so awesome a capablV .y for destruction.)

13. Our analysis of what it would be like to live in a crowd of nuclear 
nations leaves very little doubt that the potential spread would introduce 
new and very threatening dangers in the world. However, while it is very 
likely that there will i some further spread,

o How much and how rapidly is not a matter of fate, but a subject 
for policy.

o So is the management of the additional spread that does take place.
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o That the rate and extent of spread Is not; Immutable is shown by the 
fact that past and recent plans :!n various countries to Install power 
reactors and chemical separation plants have altered. In fact they 
change all the time, responding to pressures of economics as well as 
domestic and international politics. The 1975 plans that underlie 
the charts displaying the "yellow overhang" (of countries with enough 
separable plutonium for a few bombs) and the "red overhang" (of 
countries planning to separate at least that much plutonlun) were 
deflated somewhat to correct for overoptimism, and the plans have 
already shifted. Some reactors have been deferred. At least one 
chemical separation plant (in Korea) has been canceled. We can 
affect such plans by deliberately changing cite economic and the 
political-military Incentives.

14. Affecting the spread and/or managing it will depend on shaping political 
desires and this, in turn, will depend on the conduct of alliance relationships, 
as well as on a sober and clearheaded view of the economics and politics of 
nuclear exports. But there Is room for policy choice:

o Among civilian alternatives, including some among distinct forms 
of nuclear electric power. For example, a choice between nuclear 
power with and without plutonium recycle.

o Among military alternatives: a) in alliance policy; b) in the 
development and deployment of non-nucleqr technologies that can 
displace nuclear ones.

o Among arms control alternatives considered in the brcM-Jest sense 
which Includes, besides formal agreements, any actions in the joint 
Interest of potential adversaries.
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The Shrinking Critical Tiime to Make Explosives

A few of these key points in the sunnary deserve a brief expansion 
and documentation:

First., on past alarms and the present prospects. Past alarms have 
been mainly false. There have been several: the first lamed'ately after 
Hiroshima; the next major one at the end of the 1950s. A typical pro 
phecy of 1960, for example, forecast the addition of 12 new countries 
exploding nuclear devices in the following six years. By comparison with 
t!>esc early alarms the actual Increase In the number of countries testing 
has been very slow. Three additional countries tested at Intervals of 
eight, four, and ten years in the 22 years following the British nuclear 
explosion.

.The error In these early predictions of rapH spread gives some 
ground for doubting the apocalyptic prophecies that swarm in this field. 
It it clearly a matter of political will and not merely technical and 
Industrial competence. Nonetheless there Is cause for alarm today in the 
changes that are gathering beneath the surface. Even if the number of 
countries testing should continue to develop slowly, the civilian nuclear 
programs now under way assure that many new countries will have travelled 
a long distance down the path to a nuclear weapons capability. In many 
cases the remaining distance will be short enough to mean that even a 
rather small impulse might carry a government the rest of the: way, and the 
movement of one government nay provide the impulse for others. This in 
turn will mean a new and dangerous instability.

Second, the extensive fundamental overlap of the paths to 
nuclear explosives and to civilian uses of nuclear energy has been recog 
nized since the mid-1940n. We have almost from the start said that the 
military and civilian atoms were substantially identical yet, paradoxically, 
that we wanted both to stop one and to promote the other. This paradox 
was present in the discussions leading up to the Truman-Atlec-King Three 
Nation Declaration of October 1945, and It saw its most valiant effort to 
reconcile these opposing purposes In the Achcson-Lillenthal Report of 1946. 
We discuss this at greater length eluewhere, but it is worth explaining 
briefly at this point.

The Acheson-Liltenthai Report tried to resolve the dilc-.nna by pro 
posing to "denature" plutnnium: that is, to make it ineffective as an 
explosive. This was to be accomplished by leaving t, • r uel in tiie reac 
tors long enough so that the fissile isotope plutonlum '39 generated in 
the uranium fuel rods would in turn generate higher isotopes of plutonlura, 
and In particular, plutonium 240, which was known to hav- several drawbacks 
from the standpoint of the state-of-the-art of weapons design of the time. 
The discussion of this proposal was necessarily muted and limited by the
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requirements of secrecy and by the bounds of the current otate-of-the-art. 
The Initial report was.predicated on the belief that denaturing would 
impose the formidable barrier of Isotope separation for the plutoniura 
and thus, given the elaborate mcchanis* of International control called 
for in the Plan, assure some two to three yearn' warning. This hope was 
almost Immediately modified, ' ut It has generated a long and inconsis 
tent trail of statementn that, still have their effect in encouraging the 
belief that plutonium left in t..e reactor long enough to become contami 
nated with 20 to 30 percent of the higher isotopes Pu,,_ or '>U242 would be 
unusable, or at any rate, extremely ineffective when used in a nuclear explosive. 
Since reactors operated "normally" to produce electric power were expected 
for reasons of economics to achieve maximum "burnup" of the fuel by leav 
ing the fuel rods in the reactor long enough to so contaminate the rods, 
a kind of denaturing was hoped for as a result of standard reactor 
operating procedures. However, this hope turned out to be a slender 
reed.

An explosive that is truly nuclear may be made fiom such power re 
act ' pl»ionium, that is, it will release 1,000 times the energy per 
pounu ordinary high explosives. This is now clear from authoritative 
public -ou-ces.* Therefore a need for isotoplc separation of plutonium 
239 does not form a bc.rrier to making an explosive from reactor-grade 
plutonium.

For governments accumulating the spent fuel, the barrier to obtain 
ing 8 high enough concentration of fissile plutonium will be the nted to 
separate the plutonium chemically. This is a less formidable obstacle 
tlian is'"topic separation, the facility for which costs billions of dollars 
ualng present techniques and would take years to construct. The 
critical 'time to make an explosive from spent rc.-ictor fuel is less than 
Hie two or three years originally hoped for. Nonetheless chemical sep 
aration is a subfitantlal barrier and perhaps the most important one 
remaining. It mlgh). take a year to construct a chemical reprocessing 
plant for the purpose, and with the plant, tin- better part of a year to 
produce plutonium dioxide from the hot irradiated fuel rods. Depending, 
however, on what forms of nuclear fuel cycle become general, and where 
and under whose control the different phases of the cycle occur, govern 
ments may start v/ith material considerably closer tti the plutonium eetal 
than thu irradieted spent fuel. They might in fact, without violating 
any rules, start with separated plutonium dioxide or plutonium nitrate. 
That might be perhaps a week or less away from the metal. The rules, in 
fact do not, in general, preclude stocking the metal itself; and as Dr. 
Taylo. IK-.J nalJ. the oxide povelcr nay be u^od instead.

Figure 1 presents three possible nuclear fuel cycles for the Light 
Water Reactors (LWRs), involving three alternative dispositions for plutonium.

*See Chapter 3
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(It la adapted from the six alternatives considered in the General Environ 
mental Statement on Mixed Oxides (CESMO) published by the Atomic Energy 
Commission In 1974. Among other things, we simplify by not distinguish 
ing permanent and temporary storage.)

The first disposition Involves recycling uranium and the teraporr- 
ary or permanent storage of plutonlum. The second Involves no recyc 
ling of either uranium or plutoniun and the storage of spent fuel. The 
third involven the recycling of both uranium and plutoniun and Involves 
besides chemical reprocessing the fabrication of ^ixed oxide" fuel.

The first is referred to as the basic current alternative by the 
CESMO, but In fact present practice more accuratel- corresponds to the 
second alternative, with no recycling whatsoever. The third alternative 
has been contemplated since the early 1950s in the United States and 
has served as a model in plans formed in many other countries before the 
soaring costs of reprocessing called it into question. Even before this 
cost increase the more optimistic estimates current at the time CESMO 
was written showed no substantial savings to be obtained by recycling as 
far as kilowatt hour costs were concerned. Nor did they show any deci 
sive conservation effects. Plutonium recycling was expected to delay 
a shortage of uranium by perhaps a year and a half at the 1990s rate of 
demand. Since then the benefits in conservation have been estimated 
to be even smaller and the dollar benefits appear negative. However, the 
alternative fuel cycles have very different Implications for shortening 
the critical time to make a nuclear explosive.

In Figure 1 we have used colors to display closeness to plutonlum 
metal, and for simplicity we have distinguished three states in which 
plutonium might be found at various points in one or another of these 
cycles. The first state is in spent fuel. We have colored this yellow 
to indicate that while obtaining the plutonlum in spent fuel Is a con 
siderable stride along tho road to nuclear weapons, compared to the 
situation of the present weapons states that started from scratch, 
there remains substantial further effort. Reprocessing of spent fuel 
Involves remote manipulation of extremely toxic, radioactive substances, 
facilities with six or seven feet of shielding, lead glass windows, 
etc., and the handling of substantial quantities of spent fuel In order 
to produce small quantities of plutoniun, Chemical separation of pluton 
lum for weapons, however, can be simpler then the separation of plutonlum 
as an economic substitute for uranium in electric power reactors. The 
spent fuel can be found of course In all of the three fuel cycles shown.

At the other extreme is the plutonlum that can be found at the out 
put or "back" end of reproccralng plqntti and at the Input or front end 
of plants fabricating plutonlum or "mixed oxide" fuel. Such plutoniun 
in the form of plutoniun dioxide or plutoniun nitrate could be converted 
to plutonium metal usin^ handbook methods and without remote handling 
equipment or extensive shielding and the like, but only a glove box.
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And as we have &i\id, It •hould cake no more than a week. We have there 
fore colored red the point* In the various alternative nuclear fuel cycles 
at which plutoniun dioxide (PuO_) or plutonium nitrate (Pu(NO.),) might he 
found. Such points do not occur In the light water reactor cycle with 
out recycling of either uranium or plutoniun, They do In the other two 
cases, and especially where the plutonium is recycled.

Plutonium would also be found, if It Is rec^led. In fresh unirrad- 
lated fuel rods at the Input end of the reactor. Extracting plutonium 
from such mixed oxide fuel would be considerably easier than taking it 
out of the Irradiated spent uranium fuel, Plutonium is considerably 
more concentrated In the mixed oxide fuel rods (4.5Z compared to .72). 
Unlike the Irradiated fuel, it is not highly radioactive and would require 
no "hot cells" with heavy shielding, remote manipulation, etc., and would 
require no removal of fission products. We have colored orange the points 
in this cycle at which fresh mixed oxide fuel might be found.

We can measure the advance towards the ability to manufacture 
nuclear explosives Implicit in the present civilian nuclear electric 
power programs then by showing first the number of countries, Including 
the present weapons states, that will have enough separable but possibly 
unseparated plutonium for a few bombs between now and 1985 (the condition 
yellow). Then the number of countries that have planned to have a capabil 
ity to separate that much plutonium by 1985 (the condition red). And 
third, the quantities of plutonium that will be available in fresh reloads 
of unlrradlated fuel (the condition orange) to a large number of countries, 
If plutoniun recycling should become general, and even if these countries 
do not themselves separate plutonium or manufacture plutoniuu fuel rods. 
The results of these three sets of calculations are displayed respectively 
in Figures 2 and 3, and in Figure 4 and Table 1.

The first thing to be said about the numbers In these figures is 
that they arc very large ones. Chemical reparation of plutoniun and the 
enrichment of uranium are civilian activities which have long boon 
regarded as "normal" parts of the nuclear electric power fuel cycle. 
They may sometimes and in some places be discouraged by various ad hoc 
national polie lea, but they have not been subject to a clear cut interna 
tional or universal national prohibition by supplier countries. The 
problem of Inhibiting or reducing the size of this burgeoning capability 
1,^ not merely then a matter of an Improved watch, to see that a clearly 
agreed prohibited line Is not crossed. Among other things, it would involve 
defining and moving such a clearly understood and agreed boundary to preclude 
activities that cannot provide adequate warning- And for whatever dangerous 
activities remain on the permissible aide of the agreed boundary, we need to 
elaborate consistent unilateral policy to discourage them and encourage other 
safer alternatives.
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Fipra 2 - THE OVERHANG OF COUNTRIES WITH ENOUGH SEPARABLE PLUTONIUM 
FOR PRIMITIVE OR SMALL MILITARY FORCES
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Fiprt 3 - COUNTRIES PLANNING TO HAVE PLANTS FOR SEPARATING PLUTONIUM OR 
ENRICHING URANIUM IN QUANTITIES ENOUGH FOR SEVERAL BOMBS
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Table 1
PLUTONIUM AVAILABLE FROM MOX REACTOR .'XLOADS IN THE EARLY 1990s 

USING ONLY INDIGENOUSLY PRODUCED PLUTONIUM*
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The second thing to tw saij is that tliia large growth is nut inevitable. 
It presuitK'S the i.-arrying through of plann, uef.oti.it ions, and constructions not 
yet conr.i t tt'd, and of varying degrees of firmness; some have had stthacks. 
The growth, roorit., T, is opt n tu influenci-, a subject for the elaboration of 
policy of supplier as well as recipient govLTumtints. Some aspects of the 
policy fur the U.S. ran be ger.era] , but a good deal ot it must be developed 
In puc-kages jpprupriate to the individual countrltr. Tin" curves of Figures 
2, 3, and 4 arc not unconditional forecasts, but indications of what nay 
happen If conditions arc not altered. For our present purposes however, the 
gist of Figure-:, 2, 3, and 4 is that under the present rules of the game, any 
of • very large nu»btr of countries nay take these further long strides 
towards nuclear vejpons capability in the next ten ye.irs or so wit'out viola 
ting the rules--at least no ilgorously formulated, agreed on rult

Governments may be ublc to appropriate stocks of highly-enriched 
uranium or plulonium as a means of weapon devel pment. Countries without 
facilities to produce these may have substantial stocks of them resident 
in their countries in rcscnrcli facilities or, in the future, in commercial 
reactors. High Tenperjture Gab Reactors, for "Xamplf, would contain 
1000-2000 kgs of highly enriched uraniua If plutonia, recycle 1..Tones 
widespread, a ninglo reload for a rtactor might coatain 350-900 k(;s 
of easily separable pliitonium. A nation*! goverimcnt does not have to 
tteal these stocks or even divert them in order to be very close to being

74-771 O - 7« - 31
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able to make- nuclear explosives. Many Bilateral Agreements assign titlt- 
t the stocks to the tiMplent government. Son* Bilateral Agreements do 
not explicitly exclude use for peaceful nuclear explosives. And of course 
even for those countries that have ratified the Non-Proliferation Tre-'ty, 
the exclusion of peaceful explosives in Article V would not survive a 
three-month notice ot withdrawal permitted under Article XI.

These paths of approach towards a weapons capability considered here, 
it GiiMild be noted, do not break any precise, generally agreed on rules. They 
are In addition to paths that exploit the weakness of sanctions against break 
ing the Non-Proliferation Treaty or bilateral ruli'B, and in addition :o paths 
open to those governments that have not ratified the Non-Prolifcratton Treaty. 
Extending the ilon-Prollferaiion Treaty to more countries cr Increasing the 
efficiency of "safeguards" or physical security measures would not, therefore, 
block these paths. The recent wave of interest in measures against "diversion," 
especially by subnational groups, while useful In itself, distracts attention 
from the stcidy spread of capabilitten within the rules. Some percentage oi 
the stocks of fissile material might always be diverted within the limits of 
error of material unaccounted for by any Inspection syst«a. Tn the future 
when these stocks are very large, even a small percentage of such diversion 
would yield significant absolute aacunts. This tends therefore to be the focus 
of most attention. Yet it may be much less Important than th<- possibility 
of accumulating the whole of a significant stockpile of fissile material 
legitimately, without diversion, and using it later for explosives.

In our study we have distinguished for convenience four kinds of nuclear 
expireive capability. The first is the sort of cepability that has been much 
in the publii: eye in the last year or tvo, due especially to the efforts of 
Dr. Theodore Taylor to make clear its dangers. It would consist in the manu 
facture of a crude device derived from stolen fissile aatenal, perhaps not 
using Plutonium metal, but plutonium dioxide powder, yielding as little as ten 
or a hundred tonnes of energy, and designed tor terrorist u»e by soae sub- 
national group, or possibly even a single individual. It night use poorly 
separated material i:nd be dangerous not merely to explode in .>nger, but to store
•nd handle. The second capability would rely on a few explosives in the kllo- 
Un range. They might be used by governments as a desperate Ihst resort threat
•gainst populations. The third capability we have taken arbitrarily as con 
sisting in perhaps SO such devices, enough to call for p'-T>JI to Incorporate 
them into a military force. The fourth would be much more sophisticated. It 
is the kind that a middle industrial power like Japan might contemplate, if 
IT made the decision to become a military nuclear power lr the 1930s or 1990s.

In this phase of the study we have focucsed especially on the second sort 
of capability and the crnditlons for obtaining it. It imposes no stringent 
requirements for delivery. And we have devoted a chapter to analysis of the 
complexities Involved for a middle power to get a serious and responsible 
capability in the 1980s. We do not however mcar to imply that the primitive 
last resort capability will actually realize the hopes some governments might 
place in it. It is likely to be extremely inflexible, vulnerable, and cvall- 
mble only for sulclda) use. Nonetheless some governments might take this route.
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Relating Policy to "l.mtttlm<iti-ly" Shrinking Critical Time

While it is not our purpose In this first phase of the work tu make 
policy recommendations, our analysis of the trend docs <'.flne the problems 
that policy must address. It serves to show the inadequacy of many 
policies presently proposed.

The most fundamental problem displayed by our analysis ia that, for 
an Increasing number of "non-weapons" states, the critical tl. •• to moke an 
explosive has been diminishing and will continue to diminish without any 
necessary violation of the clear agreed on rules—without any "diversion" 
Deeded—and therefore without any prospect of being curbed by safeguards 
that have been elaborated for tlse purpose of verifying whether the mutually 
agreed on rules have or have not been broken. This definition of the problem 
permits us at the very least to observe how much of our efforts (useful 
though they are for other purposes) uit aimed squarely at this basic trouble.

We can illustrate thr need for addressing that basic trouble more 
precisely by cementing on several current propoiials fur dealing, with the 
problem of the spread of nuclear weapons. Some of the proposals at 
present most intensely advocated are rather fluid. For example, the forr 
and functions of the Multinational Nuclear Centers, recently suggested by 
the U.S. Government, have been changing rapid!' . This continuing evolution 
makes a careful attention to the relation betw. .'n policy and purpose all 
the more fruitful. Sole variants of these proposals may be useful. Some 
are plainly irrelevant. Some might have the perverse sort of effect all 
too familiar in this field.

1. Improvement ••. in sale guards.

Many suggestions are current for improving the IAEA system of safe 
guards against diversion by national governments: by Increasing r.he 
inspection budget, e.g.. getting more Inspectors; by improving the tech- 
oologleH of real-time on-line Inspection, etc.; by using more subtle 
system- analytic methods or game theoretic methods and the like for detect 
ing diversion in significant ajsounta. But the dangrrous activities 
described shorten the time to stake explosives without resorting to "diver 
sion." Hence those improvements in the quantity of inspection or its 
statistical or technological sophistication are irrelevant for the purpose 
of preventing the reduction of the critical time. The line drawn between 
safe activities chat arc permitted under ngree»»r,r and dangerous prohibited 
activities needs to be redrawn and clearly defined Co mak- safeguards 
relevant. If, fur example, the storage of separated piutonlum, the 
manufacture of plutnnlum «.;~«lde fuel rods, and even the use of recycled 
piutonlum in fresh fuel rods are banned, an increase in the budget or 
the efficiency of methods for safeguarding of fuel might be feasible and 
useful,
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2. "Collnhorattve transnational policing" by qursi-public or private 
groupH,

This It not »o much a policy put forward by any government as It !• a 
recurring theme advanced by natural scientists and technologists who think 
of tho*selves us serving Interests that transcend purely national ones. 
This old theme hao recently been revived with the suggestion that the growth 
In number of countries increasingly near the edge of bomb manufacture will 
increase the ". . . opportunities and prospects for 'amateur' transnational 
sanction. . . by Industry, by scientists and othrv essential technologists."

TV' suggestion for amateur policing raises doubts first about Its virtues 
cellared to the more formal and official varieties of policing anl, second. 
ac to its relevance for the problem. Transnational loyalties hsve a larger 
scope for operation in some countries than la others. National loyalties 
and national control of dlssidence vary greatly by country. Transnational 
behavior blocking Important government plans seems rather legs likely in 
Taiwan, South Korea, Yugoslavia, and R.man la, for example, than, say. In 
Japan or Switzerland. And if any amateurs tried, they did not succeed in 
."/bing India's progress toward the manufacture of nuclear explosives even 
before India's recent restrictions on dissent. Host to the point here, 
however, is the fact that policing of any sort, amateur c, professional, 
is nut enough. It doesn't address the problem posed by a country's legitimate 
movement along the path toward nuclear explosives. To curb such movements, 
one needs to redefine what Is legitimate. Then sanctions, formal or Informal, 
are concelvafe.

3. Physic* 1 security against terrorists.

This has been perhaps the principal focus of public Interest In recent 
years. The spectacular possibilities of nuclear terror by dissident groups 
have been conjured up jointly by the growth in stocks of stratagic special 
nuclear material and by the headlined actions of terrorist groups especially 
In the Kiddle East and Latin America (but also by the internil disorder 
In the United States In the 1960s), It Is cnly natural that the cedla, 
the CongrenK In its Hearings, and inevitably as • result, the regulators 
of the KKC and others concerned with civilian nuclear industry pay a good 
deal of attention to this possibility. And the focus on this contingency 
has been intensified by the efforts of a number .of able physicists, in 
particular Pr. Theodore B. Taylor. However, even if the possibility of 
thef: by subnatlonal groups was completely eliminated, this would not fore 
close the possibility that a government might, itself divert materials. 
Still iens would it prevent a itovernu^nt from aliuidily accumulating t>iraKeglc 
special nuclear materials within the run-s. Though measures of physical 
security nay cause private industry to grumble, they have as one of their 
attractions that governments themselves arc not hostile to the*. Ruler* 
have a clear self-interest in depriving Mibnatlonal groups of nuclear ex 
plosives and they can therefore agree on a common policy. A good many problems 
In the international field are much more recalcitrant : specifically the



477

problca of reconciling the spread of civilian nuclear power with the res 
triction of access to fissile material by governments. However, measures 
of physical security do not address themselves to the problem of tha short 
ening critical time for governaents to get nuclear explosives that is taking 
place vltliout any breaking of the rules. The lopsided n>u!ia focus on terror 
ism tends to distract attention from the problem of the spread of nuclear 
capabilities to more countries.

Some measures taken to ban or discourage the shrinking critical tine 
for governments might, on the other hand, make much more manageable their 
problem of physical security against theft and subnatlonal terror. So, 
for example, the choice of a nuclear fuel cycle that does not Involve recycling 
plutonlum. (Plutonium separation generates great environmental hazards as 
well as dangers of theft.)

4. Agreements among nuclear exporters.

According to news accounts, we have been trying to persuade other 
suppliers to restrict their exports to countries that have ratified the 
Non-Pro! If era t ion Treaty, or that have at least accepted safeguards on all 
their nuclear f.c.tivlties. But so long as they are under "safeguards," the 
Treaty does not proscribe capabllit ies for separating plutonium, or enriching 
uranium; or stocking separated plutonium or highly enriched uranium, or 
making plutonium fuel rods or stocking fresh plutonium fuei rods made else 
where. A safeguard inspector might observe these permitted activities and 
only confirm that a given country by undertaking them has shortened the 
time to get nuclear explosives. Similarly, a country thit has not ratified 
the Treaty but agrees to safeguards on all its nuclear activities at most 
agreefi to conduct its dangerous activities under safeguards.

There are important, areas for potential agreement among exporters, 
for example, about the competitive subsidizing of nuclear exports to less 
developed countries. Export subsidies are a dubious form of international 
competition at best. However, the current practice of export financing in 
the case of nuclear exports seems peculiarly Irrational from the standpoint 
of the exporting country, as well as the rest of the world. It Involves 
a transfer or Rift of resources frou thi exporting country, which compared 
with alternative investments may slow the recipient's economic development 
and, more importantly, is likely to have the particularly unpleasant external 
effect of bringing it close to the manufacture of nuclear weapons. It should 
be possible for suppliers to reach agreement not to subsidize the spread of 
weapons that might be used to destroy allies or friends, or even themselves.

Other possible agreements night he reached among suppliers of nuclear 
equipment. Some agreements might be aimed directly at the problem presented 
by technologies that would so shorten the time ro make nuclear explosives as 
to m.ikc iim-'ly warning and response Infeasible. If importing countries can, 
without violation, enrich uranium wo as to concentrate Uranium-235 enough
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for explosives, or if they can se.-arate plutonium-In forms close to being 
usable in bombs, exporters should be clear that trilateral arrangements 
between lliL-raM'lves, the importers, and the IA1!A lor even the most rigorous 
Inspection will not fulfill the original and essential function ot safeguards. 
They will provide no safety. Nor does it soften the problem to say that the 
highly enriched uranium has a possible civilian use In research reactors or 
high temperature gas cooled 'cactors; and that the separated plutonium might 
be used, say, in a critical experiment in preparation for the long-awaited 
coning of breeder reactors; and that the Importer has given his word that 
the materials will be used only for such peaceful ends. Safeguards would 
be unnecessary if everyone could be taken at his word forever. And genuine 
safeguards, namely those providing timely warning, will not be possible 
unless there is enough time left after a violation and before bomb assembly 
for detecting signals and acting on them. For that purpose, suppliers have 
grounds for restricting the sale of equipment, materials, and technology to 
prevent the shortening of the time to acquire nuclear explosives.

Neither the United States nor .my other exporting country can claim 
always to have kept clearly and continuously in Bind the essenti?! need to 
inhibit the spread of nuclear activities such as reprocessing that would 
defeat the purpose of timely warning. In jplte of the statements of various 
editorial writers, none of these governments can sensibly claim to have been 
ouch holier thin the others. Nor would it be fruitful to spend much time in 
keeping score. What is more Important, other exporting governments like our 
own have both an Interest in the net gains from trade that might be made from 
an efficient unsubsldized nuclear export industry and a vital interest in 
curbing the wide spread of nuclear bombs. For some of the sensitive tech 
nologies, the economic benefits that might be foregone are plainly minor. 
The gains from exporting reprocessing equipment, for example, are likely 
to be modest at best. Reprocessing appears on the basis of our study to 
be uneconomic even in very large separation plants and much more so '... the 
•Ball plant* required in the Third World. But even if, in defiance of the 
economics, reprocessing were to become universal, the demand for separation 
facilities and equipment would be small in relation to the demand for reactors— 
perhaps 2% of that market. Exporters might of course try to gain some special 
advantage in competition to sell reactors by tying reactor sales to an offer 
to supply separation plants to importers eager to get control of readily 
fissionable material. That, however, is precisely the sort of suicidal 
competition we should all agree to avoid.

5. Multinational Nuclear Centers

K.ich of our nntlprollferatlon policy has moved recently in the 
direction of proposing Multinational Nuclear Centers (HNCs). 
These were talked of originally for the conduct of chemical reprocessing 
or for Isotope enrichment, both of which are dangerous activities. There 
la an apparent advantage in a collective Management that would mean mutual 
monitoring. And such arrangements might be useful provided they are clearly 
and effectively designed to replace and exclude national centers for separation
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and enricliroent. However, the multinational center proposals which were 
current in the press until recently would not plainly forbid members of 
the consortium from also constructing national facilities for undertaking 
reprocessing or enrichment on their own, perhaps on a smaller but nonethe 
less militarily significant scale. If they do not forbid national plants 
from enriching uranium or separating plutonium and if they do not also 
forbid national stocks of easily used fissile materials, MNCs would not 
address the basic problem of shrinking critical time. Nor is it clear 
that they would have the indirect effect of reducing Incentives to get 
national facilities. Tiie economics of plutonium recycling in the multi 
national centers themselves look poor, and if they arc less poor than the 
economics of national facilities, it is doubtful that economics is what 
motivates the current Interest in national separation facilities.

In fact, insofar as reprocessing is made to appear to bo of crucial 
Importance in the nuclear fuel cycle (and insofar as much larger flows of 
highly enriched uranium come to seem important for the propagation of HTGRs 
in the future) sovereign nations—especially the less developed ones—are 
i'kcly to object to the surrender of their sovereign rights to undertake 
these activities on their own. Some leas developed countries now argue 
tii-'il the pronpect of MNCs rejquirep them to undertake a national enterprise 
for separating plutonium as training and preparation for taking an active 
role In the multilateral enterprise. In this way, the multinational centers 
may pervorsely give- sonic apparent legitimacy or reasonableness to national 
efforts on a smaller scale. MNC.s would in any case transfer some of the 
technology needed for the national efforts.

In some variants, the MNCs would bo limited essentially to the storage 
of bpent fuel. That would be compatible with proscribing plutonlum recycling 
and combined with such a proscription would address the basic problem of 
inhibiting the acquisition by more and more governments of stocks of readily 
fissionable material.

So would the concentration in MNCs rather than individual governments 
of facilities for isotopic as distinct from chemical separation, so long 
HE sucli facilities produced only low enriched uranium suitable for reactor 
fuel. While the chemical separation of plutoniura in MNCs and its shipment 
to member countries would defeat the purpose of assuring timely warning, 
the multinational production of low enriched u-anium for the reactors of 
member countries would not have the same problem. Unlike separated plu 
tonium, low enriched uranium is not readily fissionable, and is therefore 
not usable as an explosive. Centrifuge, or jet nozzle or laser isotope; 
separation might In the future greatly decrease capital costs and so make 
feasible and economic the operation of enrichment plants in many more 
countries. The ability to separate isotopes of uranium (and therefore 
to produce highly enriched uranium for bombs) may then threaten to become 
widespread. In that CJISP It would help if suppliers of enrichment tech 
nology restricted their exports to MNCs or weapon states and if non-weapon 
stflte.-t got their low enriched uranium fur reactor fuel from MNCs or their 
traditional sources among the weapons powers.
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If not carefully defined In purpose, however, MNCs could as easily 
as not worsen the problem.

6. Stopping the "arms race" between superpowers.

Resolutions proposing to reduce U.S. and Soviet strategic forces 
have been advanced recently in the Senate and in the House as anti-proliferation 
measures. But whatever their other virtues, cuts in superpower nuclear 
forces or their budgets, a halt by the superpowers to nuclear testing, 
etc., plainly do not have any direct relevance for proscribing actions by 
the non-weapons states that without breaking the rules lessen the critical 
time to get a nuclear explosives capability. It is sometimes suggested 
that nonetheless they might affect incentives for the non-weapons states to 
get a nuclear weapon or incentives to lessen the time between the decision 
to get a nuclear weapon and the actual date when they will have one. In 
the case of the non-weapons states, a otlpulation in the NPT that the 
superpowers disarm to a vaguely specified extent has offered an ultimate 
excuse for undertaking nuclear armament on their own. And it appeals to 
the sense of guilt familiar at least in the United States and the United 
Kingdom. However, jt is doubtful that South Korea, or Taiwan, or India 
whose potential interest in nuclear weapons is not directly tied to their 
use against cither of the two superpowers, would have their interest reduced 
at all by even a very extensive reduction in superpower armament (not to 
Bay a reduction In British arnjaent). This observation has been substantiated 
by interviews.

********

The next phase of our study will focus on the choice of policies 
that have a functional connection with the problem of the spread of 
military tcchnolop.y. Here, and in the rest of this present report, it 
is our purpose to deepen our understanding of that problem.

What follows then offers (1) a primer on the technology, with a 
nore dot;:: -A analysis in the appendix, (?) a perspective- on the problem 
of dividing safe or civilian or economic from dc.nge.ouK military activities, 
(3) a study of the economic aspects of proliferation, vith particular 
attention to the economics of recycling plutonium nnd to the economics 
of nuclear power in loss developed countries. (4) Since the prior anal 
ysis is devoted oFpprJ.illy to the possibility of the spread of primitive- 
last resort capabilities to less developed countries, the next to the 
last chapter extends and supplements thai analysis on the quite different 
problem of the middle power option, and (5) the final chapter concludes 
with an analysis of what it mijjht be like to live in a crowd of nuclear 
armed countries.
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Mr. WOHLSTETTER. The study is entitled "Moving Toward Life in 
a Nuclear Aimed Crowd?" It was done for the Arms Control and Dis 
armament Agency. My remarks today will be based in part on that 
study and also on some continuing work. I'll touch on only a fe\v 
points relevant to your current deliberations.

THE FUTURE SPREAD OF POWER REACTOR PLUTC IUM

In the past year the public has increasingly understood that the 
spread of civilian nuclear energy may bring with it a global spread 
of materials for making nuclear weapons. As of last year civilian 
nuclea r power programs meant that some 40 countries by 1985 would 
have several bombs-worth of separable plutonium and nearly half of 
these countries were planning a capacity to separate at least tnat much 

plutonium. Most of these programs are going forward under agree 
ments for nuclear cooperation that restrict transfer of technology, 
equipment, or materials to peaceful uses only. The exporting and im 
porting countries in most cases are parties to the Non-Proliferation 
Treaty and as such have agreed not to oifer or receive help in making 
bombs.

GETTING CLOSE TO THE BOMB WITHOUT PLAINLY VIOLATING THE RULES

It is less widely understood that the nonweapon states that have 
agreed not to make a bomb can come very close to making a bomb 
without violating the agreements or the treaty. And the suppliers 
who under the NPT promise not to assist nonweapon states in any 
way in getting nuclear weapons and nonetheless not precisely and 
explicitly prohibit from exporting facilities and materials that might 
bring an importing country to within a few days or even hours of a 
capability to explode the bomb. This is the problem the legislation 
you are considering addresses. It is a very important problem, one 
that is hardly ever faced, and one that has eluded solution so far.

SAFEGUARDS AGAINST VIOLATION* NO BAR TO GETTING CLOSE WITHOUT
VIOLATION

Suppliers of plants that separate fissile material frequently say, 
correctly, that me facilities they propose to supply will be subject 
to international inspection arrangements at least as stringent as any 
provided for currently. This may suggest that such "safeguards 
would make the safeguarded activities safe. They would not. Not if 
the activities involved result in stocks of separated plutonium or 
highly enriched uranium.

The IAEA inspection system is designed to see that agreements 
under IAEA inspection are not violated, that materials are not di 
verted and that the, limits of error of material unaccounted for are 
kept small. I have the greatest respect for the competence and good 
sense of Dr. Rudolph Romctsch, the IAEA Inspector General, who 
oversees the system. However, whether or not such a system will pro 
vide early warning depends on the nature of the agreement which is 
monitored, on what is excluded and what is permitted. If nuclear 
export agreements are formulated so loosely as to make it perfectly
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legal to accumulate stocks of plutonium in a forum days or hours 
from insertion in i\ nuclear explosive, then no search for violation of 
the agreement, no matter how diligent and tight, will provide early or 
timely warning.

By timely warning I mean warning that provides time to do 
something in response to a violation before bombs are actually as 
sembled and possibly used. If we want to make IAEA inspection 
arrangements serve the essential purpose of warning, it is up to us 
to define the agreements so that a close approach to weapons is a vio 
lation. The IAEA in 1971 indicated the purpose of their safeguard 
system was timely warning. If we want IAEA to fulfill its purpose 
it is up to us to define the agreements to insure that a close approach 
to weapons is a violation. That would not undermine our support of 
the IAEA. It would fulfill an essential condition for making it 
effective.

There are a number of fashionable measures at any time that are 
suggested to deal with this problem, and one of them, as you know, 
is the Multinational Center.

MULTINATIONAL CENTERS A SOURCE OF SPREAD, IF DEVOTED TO
REPROCESSING

There may be important uses for multinational or IAEA centers— 
for example, for storing spent fuel, for making low enriched uranium, 
and so on. However, MNC's dedicated to reprocessing will tend to 
legitimize an activity that would be extremely dangerous, even if it 
were economic. Reprocessing now appears likely to be uneconomic, 
and it doesn't have the other virtues, it appears, that are generally 
claimed for it. It is of only modest utility in conserving resources and 
creates more problems than it solves in waste management. Most im 
portant, it would propagate plutonium at the very least in the form 
of unirradiated mixed oxide fuel; and that is easily and quickly con 
vertible to bombs.

POWER REACTOR PLUTONIUM : AN EXPLOSIVE

But some question whether power reactor plutonium can be used in 
an explosive. In fact, the belief has been current since the dawn of the 
nuclear age that plutonium left in a reactor operated so as to produce 
power economically would be denatured, that is, spoiled as an explosive 
in the way that denatured alcohol under prohibition was supposed to 
be spoiled as a drink. Unfortunately this is not so. It is particularly 
misleading to assume that a well-equipped and manned laboratory of a 
sovereign state—as distinct from a small terrorist band—would not be 
able to make a very formidable nuclear explosive with power reactor

Elutonium. The continuing—if usually implicit—belief in denaturing 
as served to rationalize much of the carelessness about the readily 

fissionable material that would be generated in great quantities if plu 
tonium recycling were to become general.

BASIC PROBLEM BROADER THAN POWER REACTOR PLUTONIUM

The problem, however, is broader than the stocks of separated plu 
tonium entailed by plans to recycle plutonium in power reactors. A
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variety of other now legitimate arrangements would permit nonweapon 
states to obtain control over readily fissionable material irradiated 
enough to be used in a clear explosive: Some proposed power reac 
tors and a good many research reactors use highly enriched uranium in 
their cores. Many research reactors produce sizable amounts of rather 
easily separable plutonium and critical experiments for research on 
fast breeder reactors may involve several tons of bombs worth of 
highly enriched uranium or plutonium in metal form, and these e.re 
only very lightly irradiated. All of these civilian activities may be 
undertaken legitimately under valid agreements of cooperation. They 
would all provide the key hard-to-get prerequisite for making a 
bomb.

This trouble cannot be cured simply by improved inspection or by 
the other methods now proposed. In fact such cures, if we are not care 
ful, have a perverse way of spreading the disease. Take the case of the 
sale of reprocessing plants or of separated plutonium under rigorous 
"safeguards." Even the most burdensome inspection will not assure 
timely detection of diversion well before bomb assembly since the sep 
arated plutonium that could be stocked legitimately under these ar 
rangements could be rapidly made into explosives. Such sales, then, can 
bring governments very near bombs.

The fundamental need is to keep out of the hands of nonweapon 
States any fissile material readily convertible to explosives. If we don't 
do that then nonproliferation is a charade. The legislation you are con 
sidering would place important constraints on reprocessing plutonium, 
the plentiful source of explosive material. It would also require, for 
the nrst time, reports on the status of all readily fissionable material in 
civilian programs. It would, therefore, be a first long stride toward 
solvingtne fundamental problem I have discussed.

Mr. FRASER. Professor, we may have to interrupt for a moment. The 
House has a live quorum call under way so that I think this would be a 
good time to break. We will take a recess for about 10 or 12 minutes.

Mr. WOHLSTETTER. Fine.
[A short recess was taken.]
Mr. BINGHAM [presiding]. The committee will resume its session. 

Mr. Wohlstetter. will you proceed, please.
Mr. WoiiLSTKTTER. Mr. Chairman, I have been describing what I 

said was a fundamental problem and I would like to try to make that 
basic problem vivid by a comparison.

"NONWEAPON STATES" CLOSER TO AX EXPLOSIVE THAN UNITED STATES
IN 1047?

Under the present rules, a nonweapon state can come closer to ex 
ploding a plutonium weapon today without violating an agreement 
not to make a Ixmib than the United States was in the spring of 1947, 
when the world considered us not only a nuclear power but the nuclear 
power. The plutonium bombs of the time were primitive in design 
and crated in knockdown form. The very bulky nigh explosives had 
to be glued together piece by piece with slow-drying adhesives to form 
an implosion system. The fusing and wiring circuits were much more 
primitive than those commercially available today, and even a skilled 
team would have required several days to put a weapon together. In



484

the spring of 1947, moreover, we had no skilled teams. Yet some be 
lieved our nuclear force to be the main obstacle to an adversary reach 
ing the channel, and by others it was believed to be the backup for 
"atomic diplomacy." It should make suppliers thoughtful that their 
nuclear exports might bring a nonweapon state closer to exploding 
a plutonium bomb than the United States was in 1947.

NEAR-BOMB CAPABILITY AS A SWEETENER FOR REACTOR SALES ?

I doubt that any members of the suppliers club would think of com 
peting in reactor sales by actually offering bombs as "sweeteners." 
Some, however, dp offer technologies that, as we see, can furnish a 
reasonable facsimile of a nuclear capability better than the 1947 
vintage. And they can tell themselves as well as the world that such 
offers are legitimate since they are accompanied by the most rigorous 
"safeguards?'

U.S. AMBIVALENCE

We object, but we don't formulate consistently or explicitly the 
principle which justifies the objection; namely, the principle that we 
shouldn't bring a nonweapon State so close to the bomb that it can go 
the rest of the way before we know or can do anything about it. Nor 
do we always act on such a principle.

Sometimes we dp. The President stated last year that international 
safeguards are designed to provide timely detection of diversion. That 
principle would serve to establish that safeguards could not be effec 
tively applied to some of the nuclear export deals made recently by 
France and the Federal Republic. Moreover, according to news ac 
counts, we effectively opposed the purchase by Korea and Taiwan of 
French chemical separation plants. And we have prevented American 
exporters from exporting to nonweapon states chemical or isotope 
separation plants. On the same grounds, we have refused to publish 
details of the gaseous diffusion method of isotope separation, still the 
only proven method—and we use to refuse to license the export of 
uranium enriched to more than 20 percent in U235, whatever the in 
spection arrangements.

On the other hand, sometimes we don't. Apparently not all Ameri 
can officials, and evidently not the most important ones, firmly opposed 
the West German sale to Brazil in tones audible at the highest level 
of the German Government. Chancellor Schmidt told the press in 
•Tune 1975, that he regretted criticism by U.S. journalists and politi 
cians but that "he knew of no criticism bv the U.S. Government." We 
get then the worst of both worlds: In the end we refused to supply 
reprocessing or enrichment facilities to the Brazilians, knowing that, 
though nominally civilian, such facilities could bring Brazil close to 
a bomb. But because we never formulated a coherent policy explaining 
that, it was easy for the Federal Republic to tell itself that we were 
simply sore losers in a business deal and that clinching the deal by 
giving the Brazilians a "sweetener" in the form of the principal in 
gredient of a nuclear explosive is perfectly all right.

The muddle began earlier. The U.S. Government was the principal 
sponsor of the International Atoms for Peace Conferences and in the- 
very first conference declassified and published widely the technical
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details of chemical separation technologies including the Purex proc 
ess now most widely used. We contributed over half a dozen helpful 
papers on chemical reprocessing. Moreover, in spite of cumulating evi 
dence during the past 10 years that recycling plutonium in light water 
or heavy water reactors is uneconomic, we've talked of recycling as if 
it were an essential for the future of nuclear electric power—which, 
in turn, we have often said is vital for the economic development of the 
less developed world.

We have recently made recycling of plutonium a "key initiative" 
in our energy conservation program. The NRC has shown no clear 
evidence that it considers the international consequences of recycling 
to be a factor in the U.S. decision to license recycling domestically. 
We did not object in the 1960's when such nonweapon states 
as Japan and the Federal Republic committed themselves to a 
start on reprocessing. As for uranium, some time in the 1960's our 
attention wandered and we began to ship highly enriched uranium to 
nonweapon countries. We appear to have snipped some 5 tons over 
seas—perhaps 300 bombs worth of readily fissionable material.

Let me depart even further from my prepared statement, with an 
example drawn from the past week or two, of our off-again, on-again 
policy toward nuclear activities that approach a bomb. This example 
has to do with a familiar extreme; namely, the so-called "peaceful 
nuclear explosive," or "plowshare." A peaceful nuclear explosive 
doesn't just approach a bomb—in all essentials, it arrives at it. Yet the 
State Department revealed a good deal of confusion and ambivalence 
on this matter, in its recent responses at NRC hearings, and in answer 
to some questions put by Senator Ribicoff.

NUCLEAR EXPLOSION BY INDIA

The Indians, as you know, detonated a nuclear explosive in 1975 
using the Cirus reactor, which the Canadians gave to India for the 
conduct of solely peaceful research. It is less widely understood that 
U.S. heavy water was in the Cirus reactor and that there was 8ii agree 
ment between us and the Indians that they would only use our heavy 
water for peaceful purposes.

Whatever the legalisms, commonsense tells you that a nuclear ex 
plosive is a military device. Not only commonsense. Our representa 
tives over a period beginning in 1966 have repeated just that: It is 
inconceivable that one. can get a capability to detonate a nuclear ex 
plosive without arriving at a capability for nuclear weapons. Any 
nuclear explosive has obvious military implications.

Nonetheless, since 1974, we have gone through a good many con 
tortions to make it seem to ourselves that the Indians didn't violate 
our peaceful use constraint. Recently we have made some extraordi 
nary solemn statements that deny not only commonsense experience, 
but the laws of physics.

For example, the State Department said that the Indian reactor 
didn't have any of our heavy water in it when producing plutonium 
for the explosion, because it had leaked out or degraded, at the rate 
of 10 percent a year. Heavy water is an extremely expensive material 
and this particular use of heavy water is not at all likely to have 
resulted in anything like such a leak rate. Heavy water in the Cirus
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reactor is used not as a coolant but only as a moderator. It is not under 
high pressure, and the Canadians, who supplied the reactor, and have 
had one just like it operating for many years, find the leak rate is 
nearly zero, not 10 percent.

But even if the heavy water leaked at the rate of 10 percent a year, 
it is absurd to suppose that our heavy water would be all gone in 10 
years. Some 35 percent would be left. The Indians year after year 
presumably would have mixed some of their own heavy water with 
ours to replace the heavy water that had leaked and some of their 
hetvy water would be leaking, too. There is a law of physics that 
says'that when you add one such liquid to another, the molecules 
mix. But evidently we are to suppose that that would not be the case 
in India. In India, molecules apparently observe some sort of caste 
system, rather than the laws of physics. Our heavy water apparently 
was untouchable by Indian heavy water, and only ours leaked.

Perhaps, like myself, some of you have performed a physics experi 
ment of putting some bourbon in a glass, and then adding water to it. 
After a while, you observe the two liquids are not in separate, com 
pact layers. It seems they might be in India. There, the bourbon would 
be untouchable, the water would remain pure, and a teetotaler sipping 
a glass of bourbon and branch water might consume only pure branch 
water.

In short, we have been making some strange arguments in order to 
convince ourselves that the Indians didn't violate the agreement on 
the exclusively peaceful use of our heavy water when they used it to 
get plutonium for an explosive. We suggest that the molecules of the 
heavy water didn't observe the laws of physics, but instead some 
accounting principles such as "first in, first out." We go through such 
contortions to obscure inconsistencies in our policy. Nonetheless, it 
is clear that our policies in this field just don't fit together very well.

It is natural to hear in the bureaucracy that we can't now come out 
clearly against letting weapon states have access to stocks of readily 
fissionable material. We can't because we haven't always discouraged 
it in the past. Sometimes, in our harum-scarum way, we have even 
encouraged it.

But that sort of argument would make all mistakes, no matter how 
disastrous, hereditary. Since our past policies are inconsistent we 
should choose the ones that make sense, those that not only fit together 
but fit our purpose.

It is fair to say that there are a good many signs of movement in 
that direction in the Government, both in the executive department 
and in the legislature. One of the most important, I believe, may be 
the legislation you are considering.

Thank you, Mr. Chairman.
[The prepared statement of Prof. Albert Wohlstetter follows:]

PREPARED STATEMENT OF ALBERT WOHLOTETTEB, PROFESSOR, UNIVERSITY or CHI 
CAGO AWD CONSUtTANT TO THE DIRECTOR OF THE ARMS CONTROL AND DISARMA 
MENT AoENtrr

Mr. Chairman, I appreciate the opportunity to discuss with this Committee 
the potential spread of nuclear weapons that Is permitted by present export rules. 
I would like to put In the record at this point the introductory chapter of a study 
of this problem that I recently concluded with several colleagues. The study is 
entitled "Moving Toward Life in a Nuclear Armed Crowd?" It was done for the
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Arms Control and Disarmament Agency. My remarks today will be based in part 
on that study and also on some continuing work. I'll touch here on only a few 
points relevant to your current deliberations.

THE FUTURE SPREAD OF POWER REACTOR PLUTONIUM

In the past year the public has increasingly understood that the spread of 
civilian energy may bring with it a global spread of materials for making nuclear 
weapons. As of last year civilian nuclear power programs meant that some forty 
countries by 198T> would have several bombs-worth of separable plutonium and 
nearly half of these countries were planning a capacity to separate at least that 
much plutonium. Most of these programs are going forward under agreements for 
nuclear cooperation that restrict transfer of technology, equipment, or materials 
to peaceful uses only. The exporting and importing countries in most cases are 
parties to the Non-Proliferation Treaty and as such have agreed not to offer or 
receive help in making bombs.

GETTING CLOSE TO THE BOMB WITHOUT PLAINLY VIOLATING THE RULES

It is less widely understood that the non-weapon states that have agreed not 
to make a bomb can come very close to making a bomb without violating tu? 
agreements or the treaty. And the suppliers who under the NPT promise not to 
assist non-weapon states in any way in getting nuclear weapons are nonetheless 
not precisely and explicitly prohibited from exporting facilities and materials 
that might bring an importing country to within a few days or even hours of a 
capability to explode the bomb. This is me problem the legislation you are 
considering addresses. It is a very important problem, one that is hardly ever 
faced, and one that has eluded solution so far.

SAFEGUARDS AGAINST VIOLATION NO BAR TO GETTING CLOSE WITHOUT "lOLATION

Suppliers of plants that separate fissile mat^'' 1 frequently say, correctly, that 
the facilities they propose to supply will be subject to international inspection 
arrangements at least as stringent as any provided for currently. This may sug 
gest that such safeguards would make the safeguarded activities safe. They 
would not. Not if the activities involved result in stocks of separated plutonium 
or highly enriched uranium.

The IAEA inspection system is designed to see that agreements under IAEA 
inspection are not violated, that materials are not "diverted" and that the limits 
of error of material unaccounted for are kept small. I hare the greatest respect 
for the competence and good sense of Dr. Rudolph Rometsch, the IAEA Inspector 
General, who oversees the system. However, whether or not such a system will 
provide early warning depends on the nature of the agreement, which is mon 
itored, on what is excluded and what is permitted. If nuclear export agreements 
are formulated so loosely as to make it perfectly legal to accumulate stocks of 
plutonium in a form days or hours from insertion in a nuclear explosive, then 
no search for violation of the agreement, no matter how diligent and "tight," will 
provide early or timely warning. If we want to make IAEA inspection arrange 
ments serve the essential purpose of warning, it is up to us to define the agree 
ments so that a close approach to weapons is a violation. That would not under 
mine our support of the IAEA. It would fulfill an essential condition for making 
it effective.

MULTINATIONAL CENTERS (MNC8) A SOURCE OF SPREAD, IF DEVOTED TO REPROCESSING

There may be important uses for multinational or IAEA centers—for example, 
for storing spent fuel, for making low enriched uranium, and so on. However, 
MNCs dedicated to reprocessing will tend to legitimize an activity that would 
be extremely dangerous, even if it were economic. Reprocessing now appears 
likely to be uneconomic, of only modest utility in conserving resources and to 
create more problems than it solves in waste management. Most important, it 
would propagate plutonium at the very least in the form of unirradiated mixed 
oxide fuel ; and that is easily and quickly convertible to bombs.

POWER REACTOR PLUTONIUM : AN EXPLOSIVE

The belief has been current since the dawn of the nuclear age that plutonium 
left in a reactor operated so as to produce power economically would be de-
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natural, that is s. ....d as an explosive in the way that denatured alcohol under 
Prohibition was supposed to be spoiled as a drink. Unfortunately this is not so. It is particularly misleading to assume that a well-equipped and manned na tional laboratory of a sovereign state (as distinct from a small terrorist band) 
would not be able to make a very formidable nuclear explosive with power re actor plutonium. The continuing (if usually implicit) belief in denaturing has served to rationalize much of the carelessness about the readily fissionable 
material that would be generated in great quantities if plutonium recycling were 
to become general.

BASIC PEOBLEM BROADER THAN POWEB REACTOR PLUTONIUM

The problem, however, is broader than the stocks of separated plutonium en tailed by plans to recycle plutonium in power reactors. A variety of other now legitimate arrangements would permit non-weapon states to obtain control over 
readily fissionable material unirradiated enough to be used in a nuclear explo sive: some proposed power reactors and a good many research reactors use highly enriched uranium in their cores. Many research reactors produce sizeable 
amounts of rather easily separable plutonium and critical experiments for re search on fast breeder reactors may involve several tons of bombs worth of highly enriched uranium or plutonium in metal form, and these are only very lightly irradiated. All of these civilian activities may be undertaken legitimately 
under valid agreements of cooperation. They would all provide the key hard-to- get prerequisite for making a bomb.

This trouble cannot be cured simply by Improved inspection or by the other methods now proposed. In fact such cures, if we are not careful, have a perverse 
way of spreading the disease. Take the case of the sale of reprocessing plants or of separated plutonium under rigorous "safeguards." Even the most burden some Inspection will not assure timely detection of diversion well before bomb 
assembly since the separated plutonium that could be stocked legitimately under 
these arrangements could be rapidly made into explosives. Such sales, then, can bring governments very near bombs.

The fundamental need is to keep out of the hands of non-weapon states any flHsion material readily convertible to explosives. The legislation you are consid 
ering would place important constraints on reprocessing plutonium, the most plentiful source of explosive material. It would also require, for the first time, reports on the status of all readily fissionable material in civilian programs. It 
would, therefore, be a first long stride toward solving the fundamental problem I have discussed.

WON WEAPON STATES CLOSER TO AW EXPLOSIVE THAW UNITED 8TAT38 IW 1947J

The problem can be made vivid by a comparison. Under the present rules, a non-weapon state can come closer to exploding a plutonium weapon today with out violating an agreement not to make a bomb than the United States was in 
the spring of 1947, when the world considered us not only a nuclear power but the nuclear power. The plutonium bombs of the time were primitive in design and crated in knockdown form. The very bulky high explosives had to be glued together piece by piece with slow-drying adhesives to form an implosion system. The fusing and wiring circuits were much more primitive than those commer 
cially available today, and even a skilled team would have required several days 
to put a weapon together. In the spring of 1947, moreover, we had no skilled teams. Yet some believed our nuclear forces to oe the main obstacle to an ad 
versary reaching the Channel, and by others it was believed to be the backup for "atomic diplomacy." It should make suppliers thoughtful that their nuclear exports might bring a non-weapon state closer to exploding a plutonium bomb than the United States was in 1047.

WEAR-BOMB CAPABILITY AS A 8WEETEWEX FOB REACTOR BALES?

I doubt that any members of the suppliers club would think of competing in re 
actor sales by actually offering bombs as "sweeteners." Some, however, do offer technologies that, as we see, can furnish a reasonable facsimile of a nuclear 
capability better than the 1947 vintage. And they can tell themselves as well as the world that such offers are legitimate since they are accompanied by the most rigorous "safeguards".
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U.S. AMBIVALENCE

We object, but we don't formulate consistently or explicitly the principle which 
Justifies the objection. Nor do we always act on such a principle.

Sometimes we do. The President stated last year that international safeguards 
are designed to provide timely detection of diversion. That principle would serve 
to eHtablish that safeguards could not be effectively applied to some of the nuclear 
export deals made recently by France and the Federal Republic. Moreover, ac 
cording to news accounts, we effectively opposed the purchase by Korea and 
Taiwan of French chemical separation plants. And we have prevented American 
exporters from exporting to nonweapon states chemical or isotope separation 
plants. On the same grounds, we have rerused to publish details of the gaseous 
diffusion method of Isotope separation, still the only proven method, and we 
used to refuse to license the export of uranium enriched to more than 20 percent 
in U235, whatever the inspection arrangements.

On the other hand, sometimes we don't. Apparently not ill American officials, 
and evidently not the most important ones, firmly opposed the West German sale 
to Brazil in tones audible at the highest level of the German government. Chan 
cellor Schmidt told the press in June, 1975, that he regretted criticism by U.S. 
journalists and politicians but that "he knew of no criticism by the U.S. Govern 
ment." We get then the worst of both worlds: In the end we refused to supply 
reprocessing or enrichment facilities to the Brazilians, knowing that, though 
nominally civilian, such facilities could bring Brazil close to a bomb. But be 
cause we never formulated a coherent policy explaining that, it was easy for the 
Federal Republic to tell itself that we were simply sore losers in a business deal 
and that clinching the deal by giving the Brazilians a "sweetener" in the form 
of the principal ingredient of a nuclear explosive- is perfectly all right.

The muddle began earlier. The U.S. Government WAS the principal sponsor of 
the International Atoms for Peace Conferences and In the very first conference 
declassified and published widely the technical details of chemical separation 
technologies including the Purex process now most widely used. (We contributed 
over half a dozen helpful papers on chemical reprocessing.) Moreover, in spite 
of cumulating evidence during the past 10 years that recycling plutonlum in light 
water -or heavy water reactors is uneconomic, we've talked of recycling as if it 
were an essential for the future of nuclear electric power (which, in turn, we 
have often said is vital for the economic development of the less developed 
world).

We have recently made recycling of Plutonium a "key initiative" in our energy 
conservation program. The NRC has shown no clear evidence that it considers 
the international consequences of recycling to lie a factor in the U.S. decision to 
license recycling domestically. We did not object in the 1960's when such non- 
weapon states an Japan and the Federal Republic committed themselves to start 
on reprocessing. As for uranium, some time in the 1960's our attention wandered 
and we began to .ship highly enriched uranium to non-weapon countries. We 
appear to nave shipped some five tons overseas—perhaps 300 bombs worth of 
readily fissionable material.

CONCLUSION
In sum, our iK>licies in this field don't fit together very wet!. It is natural that 

we should hear in the bureaucracy that the United States cannot come out clearly 
now against permitting access by non-weapon states to stocks of readily fission 
able material, since we have not in the past and sometimes have even encouraged 
it. But that point of view would make all mistakes, no matter how disastrous, 
hereditary. Since our past policies are inconsistent, we should choose the ones 
that make sense, those that not only fit together but fit our purpose.

It is fair to say that there are a good many signs of movement in that direc 
tion. One of the most important, I believe, may be the legislation you are 
considering.

LBGTrfLATIVE PROPOSALS

Mr. BINOIIAM. Thank you very much, Mr. Wohlstetter. 
Do you have specific proposals for us with regard to the Export 

Administration Act, the extension of which we are now considering*

74-771 0-11-32
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Mr. WoHLSTETTER. Mr. Bingham, I do not. I was asked to testify 
here about some legislation that the committee or members of the com 
mittee have been considering and which I have looked at and will con 
tinue to look at more carefully.

I have just flown in from Europe and can't quite believe that Wash 
ington, D.C. clocks are correct. I will look at the legislati-uj and, if 
you like, give you further comments on it. But what I can say now is 
that this legislation seems to me nearly unique in that it does at least 
address the problem which we have been sporadically recognizing and 
then quickly ignoring for some years: That it is possible within the 
present rules for nonweapons states to come closer and closer to an 
ability to explode nuclear weapons without warning.

Mr. BINGHAM. Thank you.
Mr. Findk}
Mr. FIXDLEY. Professor Wohlstetter, I think you had reference to an 

amendment that is prepared and about which some testimony has al 
ready occurred, an amendment that I had drafted and that Mr. 
Zablocki, Mr. du Po^t, Mr. Lagomarsino, and several others have in 
dicated their support for. I am gratified to see you describe it as an 
important step.

Mr. WOHLSTETTER. I have had a chance to read it, but not study it.
Mr. FINDLEY. How would you characterize its significance ?
Mr. WOHLSTETTER. Well, I think it is the largest step that has been 

undertaken for a long time, and that is certainly meant as a compli 
ment, because I think we do have to take steps.

If there is anything I can think of that would help it further, why, 
I will be very glad to suggest it.

RELIABLE TIMELY WARNING

Mr. FINDLEY. "Reliable timely warning" is a phrase that appears in 
this amendment of mine, and it appears to be the key to effective nu 
clear safeguards. Would you comment on why that is so, if you believe 
that is so?

Mr. WOHLSTETTER. Yes, sir, I certainly do. The question of warning 
has been implicitly the most important issue in international control 
from the very start of the nuclear age. It was what was debated most 
extensively by Dean Acheron, David Lilienthal, Bernard Baruch, and 
their colleagues when th" United States was forming its initial policy 
on international control of nuclear energy. They recognized that at 
the time, there was a lot of discussion about trying to have rigorous 
explict collective sanctions built into the control system. There was 
disagreement on this between Mr. Baruch and Mr. Acheson, for ex 
ample, but there was no disagreement on the importance of warning. 
Moreover, when people were talking about warning at that time, tr y 
meant 2 to 3 years.

The essential point is that, if you don't have a warning, you might 
as well abandon the notion of having even informed individual sanc 
tions, much less formal collective penalties. If you are going to be able 
to have the members of a treaty do anything about a violation, they 
have to know about the violation. If they are going to deter a viola 
tion, they have to know about it l>efore it happens. If you don't have 
warning, what do you have ?
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You simply reminisce. In fact, one of our officials involved in these 
latest Indian negotiations and discussions before the NRC, is on 
record saying even if we learned about the bomb after it was assem 
bled and stockpiled it would be better than nothing. •

That is certainly a very cheery Pollyanna view, of the matter. But 
it can't be taken seriously as the oasis for a policy to discourage prolif 
eration. For that purpose, timely warning is of the essence.

The President said as much in May of last year in a message to 
Congress about international safeguards. Dr. Rometsch, the Inspector 
General of IAEA, has said the same, in several articles, and the IAEA 
Information Circular 153 makes that timely warning the principal ob 
jective of the safeguards system. All we have to do now is to take it 
seriously.

Mr. FINDLEY. Our Government doesn't even pretend now that it has 
a timely reliable warning system. I would assume that is the case, 
would you ?

Mr. WOHLBTETTER. Perhaps the verb "pretend" is accurately chosen. 
I think our Government does talk frequently as if we had such a warn 
ing system. Some activities safeguarded are a long way from bomb 
manufacture. They might yield a timely warning. If the sort of viola 
tions that are contemplated actually leave a very long amount of time 
between the violations and the possibility of bomb assembly, why we 
might detect it in time. There are such activities.

On the other hand, it is plain that when we permit the stocking of 
plutonium metal—as we do—couldn't count on anything like a timely 
warning.

Mr. FINDLEY. Would you comment on how tta concept of a warning 
period expressed in this amendment would differ from Government 
policy ?

Mr. WOHLSTETTER. Well, that is a part of t'Ae amendment that I 
would like to study so I can give you just my off-the-cuff reaction.

I think the amendment differs from the present practice in that in 
stead of just talking vaguely about timely warning, letting everybody 
decide what that is in his own terms, it tries to fix a period, and the 
period chosen happens to be the same as the one that is mentioned in 
the Non-Proliferation Treaty as the withdrawal period for members 
of the NPT if they find that reasons of sunreme national emergency 
dictate their withdrawing from the treaty.

I would imagine that in the case of several of the members states 
it would in fact be a supreme national emergency to learn one of its 
neighbors was about to get a bomb. So they would like to have at least 
that much notice of it.

I believe that the amendment would plainly eliminate a good many 
of the most dangerous exports that we are talking about.

NUCLEAR ELECTRIC POWER
I want to make clear—and perhaps from my short introductory 

statement it is not clear enough—that I am by no means, an opponent 
of all nuclear electric power. In fact, I regard it as a great misfor 
tune that the debate tends to be between extremes as if there were no 
choice in between—Squeaky Fromme and the rest of the Manson fam 
ily who want to stop nuclear electric power cold, on the one hand, and
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on the other, the least thoughtful members of the various nuclear in 
dustry trade avssociations. Some members of the industry, feeling em 
battled by those who oppose every form of nuclear electric power, seem 
to support every form of nuclear power, no matter how dangerous and 
how little economic.

I think it is obvious that we are going to have both fossil fuel and 
nuclear fuel used for some time to come. Our problem is to find a way 
to pick a path through a kind of mine field. Finding this path means 
figuring out ways of keeping readily fissionable material out of the 
hands of nonweapon states, while fulfilling our civilian energy 
demands.

I think we can do that, but only if we have a map and only if we 
are clearheaded.

Mr. FRASE* [presiding]. Mr. Ryan.
Mr. RYAN. Pass.
Mr. FRASKR. Mr. Whalen.
Mr. WHALEN. I was just discussing some questions with our staff 

expert here.
Professor Wohlstetter, I certainly appreciate your comments.

EFFECT OF AMENDMENT ON OTHER NUCLEAR POWERS

The one thing that concerns 'no is that if we adopt the pending 
amendment that it still has no bearing or no relationship upon other 
nuclear powers; is that correct ?

Mr. WOHLSTKTTER. It is clear that the U.S. Congress can't legislate 
for the Federal Republic of Germany, for example. While that is 
true, it would bo a groat mistake to believe that the actions taken by 
the United States don't have a very largo effect on the Federal Re 
public and on the other supplier countries and on the importing 
countries.

If we do go through the contortions to avoid exercising sanctions 
that T described in the Indian case, we, reduce our influence generally. 
Our ambivalence may not be widely understood in the United States— 
but, on (he basis of talks that I recently have had in England and in 
Germany and in Vienna, I'd sa\ it is )>retty widely understood outside 
the United States. If we indicate that we are really not very serious 
about those agreements constraining nuclear cooperation to peaceful 
use, we will not be taken seriously. We are not taken seriously by other 
supplier countries, and we arc not taken seriously by the importing 
countries. And no matter what fine words we utter against prolifera 
tion, we.don't really exorcise any influence.

But this, which sounds like simple coimnonsonse, goes against the 
grain of the usual argument in the bureaucracy. The usual argument 
in the bureaucracy is to say we shouldn't exercise sanctions against 
violations because we really don't have any leverage; if we don't con 
tinue cooperation, then inevitably the French or the Germans will— 
the French and Germans are very convenient bad guys in the nuclear 
trade. There is always an argument for not doing anything ourselves.

In fact, the general argument is made also that if wo use our lever 
age, we will loso all leverage over the importing countries, the ones 
to which we export nuclear materials or technology. You might ask 
how will we lose our leverage if we exercise it ?
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That is the point. We have some leverage. That is one of the things 
we always point out when we ask for a license for an export sale. If 
the customer violates the agreement, we say we can always withhold 
enriched uranium fuel reloads. When, later, one might say, all right, 
he violated the agreement, let's use our levearge, then we are told that 
if we do that, we will lose pur influence.

In other words, on this sort of argument, you can have leverage 
only if you never use it.

My own observation is that we have many ways of influencing other 
suppliers as well as the importing countries. In the case of suppliers, 
the point is that, like ourselves, they have an interest in the net gain 
from unsubsidized trade. But we shouldn't exaggerate what the bene 
fits of these are. Reactor sales are large. They haven't been, so far, 
very profitable, but they are large in gross value. But sales of re 
processing equipment are small. They are a very tiny fraction of the 
reactor market.

It is also true that other suppliers, like us, have an interest in seeing 
that the world order doesn't deteriorate drastically as it would if a 
great many countries get nuclear weapons. Supplier countries get wor 
ried especially about a spread nearby—though they should worry 
about some a little farther away, too.

In France, recently, there has been a strong interest in what is going 
on in the Spanish nuclear program. The Spaniards are getting an 
awful lot of plutonium, and we have licensed them to get some of the 
plutonium separated for purposes that are not very precisely deline 
ated. The French are interested in that. Spain happens to be rather 
close to the French, and they are kind of interested in whether at 
least their neighbors have nuclear weapons or not.

I think there are common interests that we have with the suppliers 
in avoiding this sort of absurd competition using bombs as sweeteners. 
But, to make these common interests clear to them we have to be clear 
about it ourselves.

IMPORTANCE OF NUCLEAR ELECTRIC POWER TO ECONOMIC DEVELOPMENT

Mr. WHALEN. Professor, the shipments are justified on the grounds 
that the developing country needs them in order to expand its output.

I noticed, on page 8, you made this comment. "The future of nuclear 
electric power * * *'' and, then, parenthetically, you noted "which, 
in turn, we have often said is vital for the economic development of 
the less developed world * * *" are you suggesting here, or implying 
here, that this is not the case ?

Mr. WpHLSTETTER. Yes, I certainly am implying that. The reason 
for skepticism here is well known. It has been brought out in quite a 
few studies recently, and I think it was understood really at the start 
by some very able economists.

The point is that nuclear electric power, where it is economic, is 
economic in very large economy sizes, in 1,000-megawatt electrical 
reactors. That sort of size is the kind of reactor we are putting out.

In fact, as I recall, our own manufacturers no longer make any 
thing smaller than 500- or 600-megawatt electrical reactors. But de 
veloping countries tend to have very small power grids and, if they 
get large reactors, their reactors tend to be down a good deal of the 
time.
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Take the Indian power reactor. At the very beginning the Indians 
were making nuclear versus fossil fuel comparisons, in which they 
assumed nuclear reactors would operate at 80 percent of capacity for 
20 or 30 years. In fact, the Tarapur reactors have operated only 45 
percent of the time. They are twin 190-megawatt reactors. Future reac 
tors planned are much bigger.

There is a second reason, nuclear power is not economic for less de 
veloped countries—I say generally, not invariably—because there are 
some cases where you have actually a very concentrated demand. But 
the second reason is that nuclear electric power is very capital inten 
sive, and capital is very short in the less developed countries. The real 
rate of interest in less developed countries is generally much higher 
than in the developed ones like our own, and it makes nuclear power 
an implausible choice on that ground for less developed countries.

When you go over the matter very soberly. I think you find most of 
these nuclear programs projected by less developed countries are not 
economic. In many cases it is hard to believe that they are seriourly 
intended to be economic.

The Pakistan program for reprocessing for o heavy water natural 
uranium reactor is really rather absurd. A heavy water reactor 
doesn't need a substitute for enriched uranium. It runs on natural 
uranium. Reprocessing of light water reactor fuel on a larger scale in 
advanced countries looks uneconomic. On a small scale, it would be 
worse.

And the reprocessing of a heavy water reactor fuel is even more ex 
pensive than reprocessing spent light water reactor fuel because the 
plutonium in it is much more dilute.

On such grounds it seems obvious in the case of the Pakistanis that 
their interest in reprocessing, like that of the Indians, has to do with 
an interest in nuclear explosives. You can see why they have such an 
interest. Because of the peaceful nuclear bombs the Indians exploded, 
for one thing. Prime Minister Bhutto, when he was Foreign Minister, 
said, "We, will eat grass if necessary," to match the Indians. Now he 
says he is not interested in nuclear weapons. I think that, with all due 
respect, that has to be taken with a grain of salt.

I hope that answers your question on the less developed countries. 
Mr. WIIALEV. Yes. 
Thank you, Mr. Chairman. 
Mr. FRASER. Mr. Solarz. 
Mr. SOLAHZ. Thank you, Mr. Chairman.
Professor, I am relatively new to this field, and lacking background 

in physics or technology of nuclear development, it has been somewhat 
difficult for me to completely grasp the nuances and implications of 
a number of your observations.

USEFULNESS OF TIMELY WARNING

But let me begin by asking what the practical advantages of the 
timely warning are, if, in fact, the country has the capacity to make 
nuclear weapons? What can we do with this advanced knowledge? 
What can we do about it ? .

Mr. WoHLSTETTEn. Well, for one thing, if you know that they might 
bo about to do this, you might tell them to stop. And you nujrht tell 
them what you will do if they don't stop.



495

If you say that in advance, you have some chance of deterring it. 
On the other hand, if you don't learn about it until after it has hap 
pened, the whole tendency in all bureaucracies, not only our own, is 
to think of ways of adjusting to the fait accompli.

You may ignore the warning, but at least it gives you the possi 
bility of action. Without it you don't have any.

POTENTIAL NUCLEAR POWERS

Mr. SOLARZ. You indicated in youv testimony a number of countries 
now have the capacity within the framework of the existing rules and 
regulations which govern these various nuclear procedures to make 
nuclear weapons more easily than we could make them in 1947.

To the extent that, that is the cast, hov,- quickly could the countries 
you have in mind put together a nuclear weapon once they made the 
decision to do so ?

Mr. WOJILSTETTER. Let me make clearer, perhaps, than I did what 
I intended.

What I wanted to say, and hope I said, was not that all these coun 
tries now have the capability of assembling a bomb within a few days, 
but that, according to the present rules, with the sort of constraints on 
peaceful use that we have introduced into our agreements, by 1985, 
many can acquire such a capability without plainly breaking the 
agreement.

Mr. SOL-ARZ. Have any countries, to your knowledge, acquired that 
capability that are not already members of the nuclear club?

Mr. WOHLSTETTER. Several of them have gotten considerably fur 
ther, have gone closer than they were to start with. But some judg 
ments of a classified sort are necessary on exactly how far down the 
road specific countries have gone. That isn't really relevant for my 
purpose here today.

My purpose is to say that we want to close off that path. If we allow 
countries to go so far down the path to nuclear weapons that the re 
mainder of the way is very short, it won't take much of an impulse to 
go the rest of the way. And we want to prevent that.

LENGTH OF TIMELY WARNING PERIOD

Mr. SOUARZ. To be adequate, how long would the timely warning 
period have to be in your judgment ?

Mr. WOIII-STETTER. Well, adequate is a difficult word for me to evalu 
ate here. I would like years, the way people originally wanted it, but 
I certainly think you could do a good deal wjth a clear 3 months of 
warning.

U.S. LEVERAGE

Mr. SOLARZ. Have you thought at all in very practical terms about 
the kind of political pressures or threats or inducements that we could 
conceivably make or offer in a situation where we obtained timely 
warning and felt it was not in the interest of ourselves or the rest of 
the world to permit this development to take place ?

Mr. WOHLSTETTER. Yes; I have thought some about it, I would like 
also to make sure that we don't limit our considerations to the last 90 
days when thinking about possible actions we might take. We should
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think of the time when we discover people are preparing their nuclear 
programs so as to come that close, or to conic even closer. We may have 
a client state or a trading partner who we see is doing that. In some 
cases there are such. We should try then to make it clear that if they 
proceed with programs it will l>e at some cost.

Looking back at a great many of the cases, country-by-country, I 
think that we have always had a good deal of leverage even while we 
were saying we didn't.

In the case of India, for example, there was substantial evidence in 
the mid-1960's that they were planning a nuclear explosion. We had 
just concluded a loan, which was one of the premium loans of all times, 
a 40-year loan, 10-year grace period, three-quaiters of 1 percent inter 
est, for the Tarapnr reactor.

That sort of loan is the kind of thing you and I would find hard 
to get and India would find hard to get on the international finance 
market. We could definitely at (hat time have said that if you don't 
clearly abandon the idea of getting a nuclear explosive we are going 
to cut off the Tarapur technical and economic aid and other assistance 
as well.

The Canadians were in much the same position as we, and up to 
recently were as dilatory as we.

Mr. SOLARZ. Let me ask one final question, because I know other 
members of the committee have questions as well.

I am troubled by a system which ultimately relies on the inde 
pendent determinations of other nation states with respect to what 
is in their own interest. Without in any way wanting to diminish 
the potential significance of pressures we might apply to the extent 
that the genie is out, of the bottle and countries may decide for their 
own reasons to develop a nuclear capacity anyway, it seems to me we 
have a potentially very troublesome situation.

RESTRICTION ON NUCLEAR EXPORTS

Would it at all make sense to enact legislation which goes beyond 
a limitation on what we can export in terms of whether or not the 
Secretary of State, or the President, can certify that a system exists 
which would give us timely warning with respect to whether or not 
the country in .juestion was planning to develop a nuclear capacity? 
Could we consider enactment of legislation which would prohibit the 
export of any materials which would make it possible if a country 
determined that it wanted to develop nuclear weapons to actually 
develop them ?

Mr. WOHLSTETTER. I think you have to mention a time period in 
there for the development of nuclear weapons. There are any number 
of things that a country can do which would advance it a little further 
along the way. But there still may be a long way left. When they 
send engineers to study at Argonne Laboratory, at the University of 
Chicago, they are learning some things about nuclear reactions. They 
are learning some things about the cross sections of the various heavy 
elements and so on. This is some help to them.

I think that it isn't practical to cut off nuclear exports or all nuclear 
technical cooperation. That is a nonstarter at this date.
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I think you have to try to restrict some kinds of exports, under 
certain conditions, to institute some constraints. That is the reason 
that I said that. I don't want to suggest it is only the United States 
that can act under these circumstances. Other countries have an inter 
est in acting too.

I have no delusions that we are such rapid actors, as my testimony 
suggested.

NONPROLIFKRATION TREATY

But, after all, other countries have joined the NPT. There are 
about 100 of them. They arc relying on a promise that their neigh- 
lx>rs aren't going to acquire nuclear weapons. I think that is the most 
important reason for their joining.

There is a lot of nonsense to the effect that the only reason they 
joined is because we promised to give them nuclear aid. Thinking in 
those terms is one of the ways of spreading the disease rather than 
curing it. Only interpretation of the NPT assumes that in return for 
a highly revocable promise not to make nuclear weapons, we promise 
to bring nonweapons very close to that capability. I don t think that 
is a tenable interpretation. They join primarily because they don't 
want their neighbor to get a bomb.

On the other hand, countries will have a very strong motive to 
come close to a bomb, if they believe that one of their neighl>ors is 
going to get within a week of a bomb. They they themselves may feel, 
''We will have to come within a week of a bomb, too." Then you are 
going to have tin awful lot of countries poised watching their neigh 
bors. If they are engaged in a nonnuclear war with neighbors and 
one or both are poised close to a bomb, you might have a very cata 
strophic result—the sudden transformation of the war into a nuclear 
war.

Even if we put aside potential U.S. action, we should think about 
the effect on other governments who are relying on a neighbor's 
promise not to make nuclear weapons, and what they might do if their 
neighbors break the promise.

Mr. SOLARZ. Thank you, Mr. Chairman.
Mr. FRASKR. Mr. Oilman.
Mr. OILMAN. Thank you, Mr. Chairman.
Professor Wohlstetter, many once thought if a country committed 

itself to the XPT the problem was fairly well solved. Now, apparently 
thinks look somewhat different.

Is it the case, perhaps, that what the nuclear proliferation treaty 
really did was to create somewhat of a false sense of security?

Hasn't it, in effect, provided a facade behind which countries legi 
timately could demand and acquire materials and place them only 
a few weeks away from a nuclear weapons capability ?

Mr. WOIILKTETTER. I do think and felt at the time that while the 
Non-Proliferation Treaty had its uses, it might indeed provide a false 
sense of security. It is loaded with an extraordinary number of con 
tradictory positions, and if we are not wary, member states can easily 
pervert its purpose of preventing the spread of weapons.

On the one hand, nonweapons states agree not to acquire or accept 
any assistance at all in acquiring nuclear weapons. Other countries 
agree not to offer any such assistance—any assistance whatsoever.
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On the other hand, another article of the treaty says that all parties 
to the treaty undertake to facilitate the fullest possible exchange of 
nuclear equipment, materials and information for peaceful purposes. 
You can't really make those two clauses fit together very well.

It is true that some member states emphasize only the clauses that 
suggest the importance of receiving the fullest possible exchange of 
nuclear technology. There is a marvelous phrase in that article; it 
refers to the "inalienable right" of all the parties to the treaty to use 
nuclear energy. It uses the language of natural rights from 18th 
century law as in our own Declaration of Independence, life, liberty 
and the pursuit of plutonium.

That part of the NPT—loosely interpreted—has tended to spread 
the disease, to bring countries closer to the bomb. That is the reason 
that the report to ACDA, whose first chapter I have put in the record, 
begins with a quotation from Florence Nightingale, "Whatever else 
hospitals do, they should not spread disease." In fact, a good many 
of me cures that have been proposed have spread the disease.

IMPORTANCE OF NUCLEAR TECHNOLOGY TO ECONOMIC DEVELOPMENT

Mr. OILMAN. How do we answer the developing countries who argue 
that it is unjust for us to impede their economic development by deny 
ing them access to certain portions of nuclear technology ?

Mr. WOHLSTETTER. That is a very important question. It is likely to 
appear more important in the future, given the north-south confron 
tations that we nave, been seeing and given the interesting fact that, 
contrary to earlier predictions of spread, the more imminent dangers 
of the spread now appear not in the big industrial countries but in 
small or less developed countries. That is the way it looks today.

I am thinking of South Korea, Taiwan, Pakistan. There is a con 
siderable list—Brazil, Argentina. So, you are going to be faced with 
a new north-south problem.

I think the only way to help less developed countries develop is to 
offer cooperation, investment, trade, or aid critically—with some exer 
cise of judgment on our part as to what programs arc likely to succeed. 
That was supposed to happen in our economic assistance programs. 
Ideology always suggested steel mills or petrochemical plants or other 
spectaculars were essential for economic development even where they 
actually held development back. But in most fields we did make our 
own judgment, as to the economics. Not always correctly, but we did 
make our own judgment.

For example, wo refused to support the Government steel plant in 
India in the early 1960's, and we were right. It has been an uneconomic 
operation, compared with the, way the steel industry has proceeded in, 
say, Japan. Unfortunately, in the field of nuclear aid we haven't in 
general exercised that sort of critical judgment. We have been enthusi 
asts. Atomic energy agencies here and abroad have had charters to 
"accelerate and enlarge the contribution of nuclear energy," rather 
than to help less developed countries make the soundest development 
choices.

I think nuclear energy has a role, but we should not look at nuclear 
energy as the royal road to development. We'll have some arguments.
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But I think the only course for us is to not be frightened by bad argu 
ments for nuclear energy as a magic key, but to advance sound argu 
ments for whatever paths we think are best.

Mr. OILMAN. Would all nuclear technology be ^ critical to the devel 
opment as we once thought ?

Mr. WoHLSTETTER. No; I really don't think that is true at all. There- 
was much rhetoric suggesting that nuclear technology was the key 
modern technology for economic development. A lot of this rhetoric 
accompanied the atoms for peace program. We talked about nuclear 
power for the "power starved" Third World, a so-called "Kilowatts 
for Hottentots" program, and we distributed research reactors at all 
sorts of odd places. The sorts of technology which have been central 
in the recent development of places like Japan, South Korea, and so on, 
are quite different sorts of technology, for example, the technologies of 
solid-state physics, or microelectronics.

I don't think that there is any evidence that nuclear energy has the 
key role to play in economic development.

For the reasons I have suggested, it can actually, by comparison 
with alternatives, hold these countries back.

PROLIFERATION POTENTIAL OF NUCLEAR EXPORTS

Mr. OILMAN. And what about nuclear exports; are all nuclear ex 
ports equally dangerous in their proliferation potential?

Mr. Wom>iTETTER. \o; I certainly don't think they are all equally 
dangerous. Light water reactors, for example, aren't very dangerous 
if they don't use recycled plutonium. I see no reason to subsidize a 
power reactor sale by giving it financing more favorable than wo give 
our own domestic reactor users, the utilities. But a reactor if we can 
make a profit on it, seems to me to be a reasonable thing to sell. If 
we. have some interest in the welfare of the purchasers we ought also 
to try to adapt our sales to their reasonable demands. It is clear that 
there are countries today that can use nuclear reactors economically. 
And these are not dangerous in the same way that a reprocessing plant 
is because the fuel that these reactors use is no*: explosive.

In light-water reactors we use uranium enriched to 3 or 4 percent. 
You can't explode that.

Moreover, the spent fuel from these reactors is not an explosive so 
long as the plutonium isn't separated from it. So I think that they 
are relatively safe sales and ones that also sometimes may make eco 
nomic sense, for importers and exporters. Those are the ones that we 
should concentrate on.

Mr. OILMAN. Thank you, Professor.
Thank you, Mr. Chairman.
Mr. FRABER. Mrs. Meyner.
Mrs. MEYNER. Thank you.
Professor Wohlstetter, I would like to commend you for a very 

interesting and informative presentation and discussion.

RECYCLED PLUTONIUM FOR THE BREEDER REACTOR

Is it necessary for us to begin to recycle plutonium now in order 
to do advance work on the breeder reactor?
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Mr. WOHLBTETTER. I think not. This is an argument you will hear 
a good deal about but the breeder is not here now and we don't have 
to recycle plutonium in light water reactors to do research and de 
velopment on the breeder. If the breeder comes, it will be of com 
mercial importance essentially in the 21st century. It is a long way off. 
If and when the first breeder using plutonium comes, then there will 
be recycling, and there will be a great deal of plutonium spread 
around. That is one of the reasons why we should consider the breeder 
soberly. We shouldn't rush into it.

If we decide to recycle in light water reactors, that decision will 
have an impact very early.

Mrs. MKYNER. Some people seem to feel the breeder reactor is the 
wave of the future.

Mr. WOHLKTETTER. Well, I know a lot of people feel that.
Mi's. MEYXKR. It may not be true?
Mr. WOHLSTETTER. It may not. Part of the trouble in this field is 

that you have very extreme advocates on both sides. I think that 
deciding on the breeder shouldn't be a subject for romance. It should 
be the subject for cold calculation. And we have a lot of time to resolve 
uncertainties about the breeder.

ESCALATING COSTS

I can mention just one uncertainty that isn't frequently discussed; 
it is related to our subject. I mentioned that reprocessing for light 
water reactoi-s turned out to lx> much more expensive than anybody 
expected.

In fact, the estimated cost to reprocess light water reactor fuel in 
creased by about an order of magnitude in a decade. We had enormous 
trouble. The nuclear fuel services plant in West Valley, N.Y.. is 
now shut down. The Morris, 111., plant of GE never got into operation; 
they had to walk away from it. The huge plant that is being erected in 
Barnwell, S.C., has run into many difficulties; the costs have escalated.

The same thing has happened in Europe, Euroehemic. shut down 
and at Windscales the English had trouble with the front end when 
they tried to reprocess light water reactor fuel, and have stopped.

Moreover, I have just heard, only this morning, that the Tokai- 
Mura plant in Japan is being deferred again. The Japanese haven't 
got the plant started. The reason for all this is that people had thought 
of reprocessing on the analogy of the separation of plutonium for 
bombs from production reactors. Well, the production reactors don't 
irradiate the fuel very much. The fuel was much simpler in the form 
of metal rather than oxide, and with much simpler cladding. Reproc 
essing turned out to be a completely different problem when you were 
dealing with zirconium alloy clad fuel irradiated for 20,000 or 30,000 
megawatt days per ton—an order of magnitude more irradiation than 
in the production reactor.

Now, in the breeder, you are talking about irradiating fuel rods 
perhaps for 100,000 megawatt days per ton. Nobody really knows what 
the, problems are going to be for that. There are lots of other uncer 
tainties. In a situation where there are great uncertainties one should 
decide things one at a time as the various uncertainties are resolved.
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You shouldn't vote for it or commit yourself to it or try to contract in 
or get the Government contracted in. The breeder is a good case for 
deferring final decision—even apart from its serious proliferation 
potential. 

Mrs. METNER. Thank you.

PROHIBITING EXPORT OF REPROCESSING PLANTS

To follow through on Congressman Whalen's question, wouldn't a 
prohibition on the export of reprocessing plants simply mean that 
recipient countries would look to other countries for this construction 
and, somehow, shouldn't this problem be viewed from an international 
perspective, or would that take too long?

Mr. WoHLSTETTER. I think the answer is that it really has to be 
looked at from an international perspective. We don't ship out reproc 
essing plants. We never have. In my view, that is to our credit.

The French and the Germans are in the market for selling reproc 
essing plants at this point; the French in particular. So, obviously, 
we have to talk with the French. But then we have to be able to 
explain ourselves more lucidly, than I think we have. We have to ex 
plain why reprocessing is in a different status from the sale of a reac 
tor. We need a coherent explanation of why it is all right to sell one 
and not the other. And I think that we have, on the whole, responsible 
trading partners and competitors. Like ourselves, they are somewhat 
muddled, but not beyond redemption.

REGIONAL REPROCESSING CENTERS

Mrs. METNER. What are your feelings—what is your opinion of 
Secretary Kissingers proposal for regional reprocessing centers?

Mr. WOHI^TETTER. I mentioned that briefly in my statement. I am 
not against multinational centers, but I think that in the form in which 
they were originally proposed, as multinational regional reprocessing 
centers, that they would be a disaster; they would spread the disease, 
not cure it. I am against multinational reprocessing centers, but not 
against multinational centers for other purposes.

Mrs. MEVXER. Do you think the administration is becoming more 
aware of that problem ?

Mr. WOHLSTETTKH. I think so. I have, noticed some movement there. 
I think that there are uses for multinational centers and one should 
stay loose on this subject, try to devise something sensible for them 
to do. Again, extreme advocacy here and excessive enthusiasm are 
the wrong thing.

There are some things that they might usefully do, and there might 
be some things done in IAEA facilities, too. But not reprocessing. 
Suppose you reprocess and don't manufacture the mixed oxide fuel— 
which would l>e one scheme—you would then be shipping out sepa 
rated plutonium and that wouldn't be good.

Even if you ship out only unirradiated mixed oxide fuels, that would 
make plutonium for lx>mbs more easily available. So, I think one 
shouldn't push reprocessing in any form. Reprocessing may be a mis 
take oven from a strictly economic point of view—neglecting prolifer 
ation. And I would be willing to make some economic sacrifice just
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to avoid the sort of spreading disorder that would come with spread 
ing bombs.

Mrs. MEYNER. I thank you, professor, and thank you, Mr. Chairman.
Mr. FRASER. Air. Ryan.
Mr. RYAN. Just a couple of questions to pursue a particular point.

POSSESSION OF NUCLEAR POWER

The presumptioi' a any kind of nuclear controls is that first of all 
only nations will be able to handle nuclear matters. Is that valid?

Mr. WOHIJSTETTER. I am sorry.
Mr. RYAX. Only nations will bo able to handle nuclear matters. Is 

that a valid presumption ?
Mr. WOIILSTETTER. I am not sure——
Mr. RYAN. That is, in dealing with nations we deal with nuclear 

power and nuclear controls.
Mr. WOHLSTETTER. Yes, but this doesn't mean that nuclear weapons 

might not be diverted by subnational terrorist groups. That is a prob 
lem that has been very much in the press.

INGREDIENTS OF A NUCLEAR WEAPON

Mr. RYAN. That brings me to the next question. What are the in 
gredients of a nuclear weapon ?

Mr. WOIILSTETTER. Essentially readily fissionable material.
Mr. RYAN. Such as plutonium $
Mr. WOHLSTETTER. Plutonium, U23S and IT233 .
Mr. RYAN. In what quantities?
Mr. WOHLSTETTER. You can think roughly in the case of fissile plu 

tonium, of about 5 kilograms per bomb.
Mr. RYAN. How many pounds is that ?
Mr. WOHLSTETTER. Eleven pounds. And in the case of highly en 

riched uranium you might think of it as roughly 16 kilograms.

ACCESS TO NUCLEAR MATERIALS

Mr. RYAN. How accessible is that material either legally or contra 
band?

Mr. WoHLSTETTEn. To terrorists?
Mr. RYAN. Yes; anybody, nations or individuals.
Mr. WOHLSTETTER. Well, it is much more accessible to nations than 

to individual terrorists. In the case of the United States, of course, we 
have large stocks of it carefully inventoried. Neither we nor other 
governments deliberately employ dissident terrorists so clearly it is 
much more accessible to nations who control such inventories.

In those countries that have separated plutonium, for example, in 
critical experiments, the government has control and there are varying 
degrees of physical security in various countries. But I can't think of 
any government that opposes physical security for its special nuclear 
material, and that is one of the reasons that this problem is a more 
easily soluble one than the proliferation problem.
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I might mention that the kind of things that we are talking about 

doing—to restrict the separation of plutonium and limit stocks of 
other readily fissionable materials—would automatically reduce the 
terrorist problem very greatly. If for example, you doa't recycle plu 
tonium in power reactors, then you are not going to have plutonium 
around in forms that terrorists could handle—except for that used in 
critical experiments, which might be dealt with in another way.

GAPS IN INVENTORIES OF PLUTONIUM

Mr. RYAN. Do you have any comment on the reports, I guess that is 
the only way to attribute them, the reports that I have heard that there 
are gaps in the inventories of the plutonium in this country alone with 
out going to any other countries that have nuclear powerplants ?

Mr. WOHLSTETTER. I don't have any very illuminating comments to 
make on that. As you know, as anyone with experience with inven 
tories in a factory knows, it is sometimes very disheartening when you 
compare the numbers on paper with the numbers actually in physical 
stock.

Mr. RYAN. Yes.
Mr. WOHLSTETTER. They never quite match up.
I am sure that they don't quite match up here, either.
Now, whether we have been careless or not I really can't say. My im 

pression is that we have gotten a lot more careful in recent times about 
inventories and physical security.

Mr. RYAN. Well, all right, let us presume that today we are totally 
careful.

Mr. WOHLSTETTER. There will still be some material unaccounted for.
Mr. RYAN. There is still a quantity unaccounted for which in terms 

of world politics or international relations in the various countries and 
conflicts that exist, there is enough contraband at least theoretically in 
existence to make questions regarding nuclear controls somewhat less 
of a malleable and controllable set of factors than we would like to 
believe. Is that a presumption that is valid or not?

Mr. WOHLHTKTTER. I iiiii sure that there will always be some uncer 
tainty and therefore it will be less than we like. However, I am quite 
optimistic about the feasibility of keeping the risk of individual or sub- 
national or transnational terror in the United States reasonably small 
and especially if we don't take, a decision to reprocess spent fuel and 
recycle plutonium in the United States.

Mi. RYAN. One last question.

ISRAELI POSSESSION' OF NUCLEAR WEAPONS

It is generally accepted. I believe, that Israel has a few atomic 
weapons. Would you care to speculate as to where the nuclear material 
came from to construct those weapons?

Mr WOHLSTETTER. Well, let me comment on the first part of it.
Mr. RYAN. All right.
Mr. WOIILBTETTER. It may be that Israel has nuclear weapons. I have 

seen the press articles. I have noticed, however, that the leaked revela 
tions that the Israelis have nuclear weapons tend to coincide with some 
sort of dispute between us and then—for example, on the size of the 
military aid program. This makes me a little skeptical.
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It may be true but I haven't myself seen the evidence that the Israelis 
have the bomb. They may have it. But I haven't seen the evidence and 
I tend to discount a little the leaks simply because they come out at such 
predictable times.

Mr. RYAN. Do they have an operating nuclear plant ?
Mr. WOHLBTETTBR. Yes; the answer to your second question is related 

lo the first, yes, they have a research reactor, something like the sort of 
research reactor that the Indians used in order to get plutonium for 
their nuclear explosive. There are quite a few such around. Theirs is a 
heavy water natural uranium reactor of 24 MWt, yielding less than 2 
kilograms per year of plutonium in spent fuel. But I don't have any 
evidence that they have a separation plant.

In the case or India, they say themselves they decided on a re 
processing plant in 1958; in 1964, in the Third International Confer 
ence on the Peaceful Atom, they published the plans for it.

Mr. RYAN. I say in closing, the information that I have heard re 
garding accessibility to nuclear weapons or nuclear materials is not 
from any classified source in this country, I don't think I would be 
violating any kind of confidence because of what I say.

Thank you.

U.S. COMMERCIAL NUCLEAR INDUSTRY

Mr. PHASER. I just have two questions. Dr. Wohlstetter. As you 
know, there is constant apprehension within the U.S. commercial nu 
clear industry. They fear we will place them at a competitive disad 
vantage in the world market. Setting aside for the moment the ques 
tion whether that apprehension is justified or not, do you agree that 
the industry might profitably exercise vigilance over our executive 
branch efforts or lack of them as illustrated by the German deal with 
the Brazilian Government?

Mr. WOHLSTETTER. Well, the industry interest in this, if it is viewed 
in long perspective, really is rather different from the way it is nor 
mally interpreted. It will really be a disaster for the nuclear industry, 
if their nuclear sales get to be simply a facade for spreading nuclear 
weapons. They will lose domestic support. I think that, therefore, they 
should be interested in seeing some sort of sensible control.

Similarly, I think even in the domestic field it would be wise if the 
industry reconsidered the whole of recycling, to see how much dif 
ference it could possibly make economically anyway, and whether it 
is really worth it for them to get into all of the environmental prob 
lems—which are much more severe in reprocessing than in the case of 
reactors, to get into the problems of the theft of separated plutonium 
by terrorists, and to get into the nuclear weapons spread problems 
that I have been discussing.

In my view the industry doesn't have to take a short-term view. It 
would be wise to be somewhat more thoughtful than at least some of 
its representatives are. As I mentioned, I certainly do not oppose nu 
clear exports or nuclear sales domestically. But some forms of export 
and some forms of domestic nuclear energy endanger the future of 
the industry as well as us all.

The industry certainly should try to follow what the executive 
branch as well as the Congress is doing and to make its own views
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clear. Those views might be valuable, especially if they spend a 
little more time thinking about their long-term interests rather than 
simply answering extremists on the other side, and if they avoid the 
opposite extreme.

IMPACT OF AMENDMENT RESTRICTING REPROCESSING

Mr. FRASER. My other question is related to the language of the pro 
posed amendment. I think you commented on the draft language 
earlier. Do you think that if this language is enacted into law it would 
be detrimental to our nuclear industry in any way ?

Mr. T7OHL8TETTER. If I understand the language correctly, it will in 
the long-run be helpful to the industry because the industry has an 
interest in a healthy volume of safes based on the genuine economics, 
in civilian uses, not on competing with other countries by offering nu 
clear bombs as sweeteners.

Mr. FRASER. Professor, I appreciate your appearance this morning. 
The committee has benefited enormously from it and we appreciate 
your willingness to respond to further questions in writing. This is a 
complex subject for many of us trying to get a handle on both nuclear 
technology and its implications tor our foreign policy. Thank you 
very much.

Mr. WOHLSTETTEH. Thank you.
Mr. FRASER. The committee stands adjourned.
[Whereupon, at 12:35 p.m., June 16,1976, the committee adjourned, 

subject to the call of the Chair.]
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EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

TUESDAY, AUGUST 10, 1076

HOUSE or REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 11 a.m. in room 2172, Rayburn House Office 

Building, Hon. Clement J. Zablocki, presiding.
Mr. ZABLOCKI. The committee will come to order.
It is my understanding that several members are on their way.
The committee today continues hearings on the extension of the 

Export Administration Act of 1989.
Is Hon. James Florio of New Jersey present?
In view of his not being present, I think we will begin with the 

witnesses on the proposed amendments by Congressman Bingham 
which aim primarily at improving the export license process.

Mr. Arthur Downey, Deputy Assistant Secretary of Commerce for 
East-West Trade, will be our first witness.

Mr. Downey, you may proceed with your oral statement. Your pre 
pared statement will be placed in the record.

STATEMENT OF ARTHUR T. DOWNEY, DEPUTY ASSISTANT 
SECRETARY OF COMMERCE FOR EAST-WEST TRADE

Mr. DOWNEY. You have copies of my written statement which con 
tains detailed comments on each of the 15 amendments which have 
been proposed. These comments were formulated only after careful 
study and intensive discussion with members of your staff.

Please accept my appreciation for the availability of your staff and 
its cooperation during the past couple of weeks. They were quite will 
ing to loin with us in a candid discussion of the problems in their export 
control process.

COMMERCE DEPARTMENT RESOURCES

Mr. Chairman, legal problems and operational difficulties will neces 
sitate our opposing some of Mr. Bingham's amendments.

You are aware of the manpower problems that confront our Office 
of Export Administration. Certainly the additional responsibilities 
and reporting requirements incorporated in the amendments would 
have an effect on the ability of the office to process expeditiously the 
license applications that we receive.

This is not to say that we disagree with the objectives which are 
reflected in the amendments. It is simply a question of the resources we 
have and those we could expect to have in the near future.

(507)
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Nevertheless, through this process, I am convinced that there has 
been a fundamental agreement between the executive branch and this 
committee on our shared objectives.

Both the Department, as evidenced by Secretary Richardson's recent 
testimony before your committee, and the committee itself, as mani 
fested by these amendments, recognize the need to improve this com 
plex administrative process in such a way as to insure that the interest 
of national security and the legitimate interests of the American busi 
ness community are properly balanced.

Of the 15 sections in the proposed legislation now before you, 8 
are subetantively acceptable to the Department although some of them 
might benefit from some minor drafting changes to enable their proper 
implementation.

Two of the remaining amendments involve foreign policy considera 
tions that lie within the jurisdiction of the Department of State. 
State's views have been communicated to you separately and are also 
included for informational purposes in my written statement.

Therefore, for the purposes of my oral comments, let me focus on 
the five provisions which cause us some trouble.

EXTENSION OF THE ACT

The first is section 1 of the bill, which would extend the authority 
of the act for only 1 year. We believe this is an unnecessarily short time 
period. We do appreciate that this committee has only recently been 
assigned jurisdiction over this subject, and presumably you have in 
serted the 1-year provision so as to enable you more fully to acquaint 
yourselves with the act during this year.

We hope you appreciate the fact that we recognize it is very much 
in our own interest to keep this committee and the Congress, as a whole, 
fully informed with respect to our activities. The 1-year time limit is 
not needed for this purpose.

We would like to cooperate with the committee in all respects and 
will respond to any requests for information that you may nave.

TERMINATION OF GENERAL LICENSE

With respect to section 3 of the proposed amendments, it is our un 
derstanding that this amendment reflects the philosophy that all ex 
ports should be free from control unless there are valid reasons for such 
control. This is our current practice. However, we have gone about 
this practice by establishing a series of general licenses for which no 
application is required and no document is issued.

The premise of this system is that the Department has control over 
all commodities and data not controlled by other agencies, and we do 
this without listing all specific commodities and data as we fear your 
section 3 would require.

Were we to have to follow section 3, we would have to make rather 
heavy changes in our regulations to retain the safeguards that cur 
rently qualify the use of the general licenses. After making changes 
in the regulations, we would then have to conduct an educational 
campaign to acquaint American exporters and freight forwarders 
with the new rules. Yet, the net effect would be neither to relax nor to
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tighten our controls: So we would have gone through this entire 
process of revision and education for no apparent purpose.

In sum, therefore, we fail to see what benefits this section would 
accomplish and we do foresee clearly some time-consuming problems, 
if it is enacted.

Nxmnrr-DAT LICENSING PERIOD
Turning to section 5 of the proposed amendments, we, without ques 

tion, fully appreciate and share the intent that export license appli 
cations be acted upon, approved, or disapproved, within 90 days of 
submission. But we do believe it is dangerous to specify that an appli 
cation which has not been approved or disapproved within this time 
frame "shall be deemed to be approved" unless we inform the ap 
plicant of special circumstances which will require additional time.

We have no objection to the requirement that we inform the ap 
plicant of the specific instances and of the estimated date of action. 
We try to do this now under existing law. But, please bear in mind 
that it is conceivable that an application can get lost in the mail. The 
exporter could wait his 90 days under this amendment and then, not 
having heard from us, invoke the authority of this section and proceed 
to export without an approved license.

Even if an application is not lost in the mail, out of the 53,000 
applications we pet a vear we do regrettably lose 1 or 2 ourselves. 
They fall under the desk. In this situation, the same thing could 
happen.

We are dealing I ire with export transatipns which, if consummated, 
could adversely affect the national security. Therefore, I seriously 
question whether it is wise to trigger a transaction on the absence of an 
action. In any event, we believe that this automatic approval is not 
needed as an inducement for us to act expeditiously.

We are well aware of the sentiment in the Congress. We have made 
efforts to reduce our heavy backlog, to improve our procedures, and 
we are resolved to continue that process.

EXEMPTION FROM ADMINISTRATIVE PROCEDURES ACT

We also are opposed to section 6 of the proposed amendments which 
relates to the repeal of section 8 of the Export Administration Act. 
The continued exemption from certain provisions of the Adminis 
trative Procedures Act is very important to an orderly and responsible 
administration of export controls. The reasons are detailed at great 
length in my prepared statement, which also describes the protections 
that each exporter is currently afforded.

Please understand, though, that while we argue against the pro 
posed Amendment, we do so with a healthy respect for your motiva 
tion. We share your concern with respect to the need for a maximum 
degree of openness in this process to facilitate communication between 
the Government and the business community. We believe we have 
done a Tot to accomplish this, but obviously, we have not been fully 
sm'cttssful in that regard.

Nevertheless, it is more important for us to agree on ways in which 
to do this job without risking the substantially harmful consequences
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which could affect our process in the business community if section 8 
were repealed.

CONGRESSIONAL ACCESS TO INFORMATION

Turning to section 7 of the proposed amendments, that relating to 
section 7(c) of the current act and the notion of confidentiality. Ex 
porters, as you know, are continuously providing us with information 
which they consider to be confidential for business purposes. They are 
assured by the current confidentiality provision of the act that the 
Department will not release such data unless the Secretary of Com 
merce has determined that the withholding thereof is contrary to the 
national interest

The Secretary, as you know, has released this business confidential 
data to congressional committees and subcommittees upon receiving a 
pledge from the chairman that the committee or subcommittee and its 
staff will honor the confidentiality of the data.

Section 7 of the amendments does not place any restriction on the 
use of the data that will be provided to any committee of Congress 
or any subcommittee thereof Absent such condition, we fear that 
business confidential information that would be provided to the Con 
gress might inadvertently not be accorded the confidential treatment 
it deserves, and that the business community has a right to expect 
Certainly business information that has already been provided to the 
Department under the existing pledge'of confidentiality should not be 
subject to the provisions of this amendment.

We would recommend no change in section 7(c), but, as a minimum, 
any change should be made to apply prospectively and should specify 
that a request from any committee or subcommittee of Congress1 
should contain an assurance that the confidentiality of the data will 
be respected and not released without the consent of the person or the 
firm that provided it

Mr. Chairman, I am afraid that my oral comments sound very 
negative. They do so only because I dwelt on those few provisions 
where we do have some difficulty.

I invite you to look at my prepared statement which reviews all 
those that we applaud or have no objection to.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Downey follows:]
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STATEMENT OF ARTHUR T. DOWNEY,
DEPUTY ASSISTANT SECRETARY OP COMMERCE

FOR EAST-WEST TRADE
INTRODUCTION

Thank you for the opportunity to prevent the Department's views 
on the amendments to the Export Administration Act of 1969, 

proposed by Mr. Bingham.

After careful study, and discussions with your staff, the 

Department of Commerce finds many sections of this bill that 

it must oppose, other sections that would be acceptable if 

certain clarifying changes were made, and still others that we 

can accept outright. Before I address the various sections in 

detail, let me comment on the over-all impact the amendments 
would have.

The Department's office of Export Administration, which is 

responsible for administering the Act, faces a workload that 

taxes its human resources. The Congress has recently denied 

the Department's request to reprogram resources from two trade 

centers to the Office of Export Administration both of which 
are part of the Domestic and International Business Administra 

tion (DIBA). This forces DIBA to propose allocation of 

sufficient personnel to meet OEA's needs from among other DIBA 

resources. The additional duties that we would be required 

to carry out under many of these amendments would impact 

heavily on the ability of the Office to process speedily the 

export license applications, some 200 per day, that it currently
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receive*. The special studies that would be required would 

also affect the Office's ability to perform its day-to-day 

licensing function, particularly since many of the special 

studies would have a six-month deadline.

Within the context of this general concern, therefore, let 

me address the specific provisions of the Bill.

SECTION 1

Section 1 of the Bill would extend the authority of the 

Export Administration Act only for one year. The Department 

believes such an extension is unnecessarily short. Extensions 

of the Export Administration Act, and its predecessor, the 

Export Control Act of 1949, have always been relatively brief, 

but never have they been limited to one year. We fear this 

short period will militate against the orderly development of 

programs that cannot be fully operative until much of a year 

has passed. For example, there are studies underway to (1) 

improve and expedite the interagency consultation aspect of 

our control program and (2) evaluate our compliance activities.
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we appreciate the fact that jurisdiction over export controls has 

been assigned to the Committee on International Relations and 

that the one-year limitation was apparently intended as a 

means of providing the Committee an opportunity for educating 

itself fully with respect to the administration of the Act and 

the problems associated with it. Indeed, we recognize that 

it is very much in our own best interest to keep this Committee 

and the Congress as a whole fully advised with respect to our 

activities — for it is only with a full understanding of 

the limitations and potentials of any project that Congress 

can legislate wisely. Such a thorough understanding benefits 

us as well as the Congress and the nation as a whole. But, 

we believe that a one-year limit is not needed for this pur 

pose. The Department wishes to cooperate with the Committee 

in all respects and will respond to requests for information 

in as forthright and prompt a manner as we have to date, 

whether those requests are in the form of correspondence or 

additional hearings.

SECTION 2

We fully understand the stimulus behind Section 2 of the 

Amendments and agree there is a ne<«d to remedy the current
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absence of authorizing language in the Act. However, we 

question the advisability of moving in the direction envisioned 

in Section 2. There are very few, if any, existing provisions for 

specific dollar authorizations for carrying out administrative 

functions under a law. It is, of course, commonplace to fix 

dollar limitations on authorizations for programs involving 

grants, loans, and the like. In the case of administrative 

functions, however, little point would seem to be served by 

fixing dollar limitations in the statute. Rather than provide 

for specific dollar authorizations, we would recommend that the 

Committee adopt the following language to achieve the objective 

we share in common: "Such sums as may be necessary are hereby 

authorized to carry out the provisions of this Act.".

SECTION?

The Department strongly opposes Section 3 of the amendments. 

We understand that this amendment reflects the philosophy that 

all exports should be free from control unless there are valid 

reasons for such control. This is our current practice. We 

have gone about it, however, by establishing a series of 

general licenses, for which no application is required and no 

document is issued. The premise of this general license system, 

however, is that the Department has "control" over the export of
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•11 commodities and data not controlled by other agencies, and 

we do this without lilting all specific commodities and data, 

a» we believe Section 3 would require. Let me explain this 

general licence system and the advantages it afford*.

First, our regulations do specify in detail each commodity that 

is under validated license control and to what destinations 

this control applies. However, the vast majority of the goods 
produced in this country may be exported to all but embargoed 

destinations under an established general license.

Second, through use of the general license system we are able 

to control the reexport of these products to those destinations 

for which direct export is generally prohibited. Failure to 

exert thi» control would create a loophole that would frustrate 

the intent of the government's export control policy.

Third, firms that have been found in violation of our regulations 
usually are subject to administrative sanctions authorized by the 

Export Administration Act. In most cases, the firms are denied 

both validated and general license export privileges. This is 

a very effective enforcement mechanism that would be seriously
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weakened if we were precluded front "controlling" the export of 

non-strategic commodities.

With respect to technical data, we have a somewhat related 

problem. The effectiveness of our control over strategic goods 

would be frustrated if U.S. firms could export unpublished 

design or production or similar data to other Free World destina 

tions where they could be used to produce these strategic goods 

for export to destinations for which we exercise control for 

national security purposes. The effectiveness of our control 

also would be frustrated if the foreign recipient of the data 

could reexport the know-how to these controlled destinations. 

Therefore, we have established a general license that may only 

be used if the foreign recipient of the data provides written 

assurance to the exporter that the technical data will not be 

reexported and, in certain specific instances, that the strategic 

direct product of the data will not be exported to these con 

trolled destinations without our prior approval. If the use 

of a general license is precluded by this amendment, we could 

not control the reexport of the data or the export of the 

strategic direct product thereof unless the data were to be 

put under a very extensive and cumbersome validated licensing 

system that would cover all destinations.
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The Department also has established general licenses that permit 

the export, under controlled conditions, of strategic commodities 

that are under specific validated license control to most 

countries. These general licenses are designed to treat particular 

situations or transactions where the reduction in the administra 

tive impact of our controls can be accomplished with the minimum 

of a security risk. For example, there is a general license that 

permits the export of small quantities of controlled commodities 

to most destinations. This is accomplished by establishing a 

value limit on the use of this general license. There is another 

general license that permits exporters who have registered with 

the Department to export, for temporary use or exhibition in a 

Free World destination, commodities that would otherwise require 

our specific pr i.or approval. Some conditions, of course, are 

imposed to prevent misuse of these general authorizations. For 

example, exporters are prohibited from splitting an export order 

into small shipments to qualify for the limited value general 

license, and exporters must return commodities exported on a 

temporary basis within one year, unless they apply for permission 

to sell or otherwise dispose of the goods abroad.

I have described our general license structure because, as 

we perceive Section 3, the Department would have to make 

drastic changes in our regulations to retain the safeguards that
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currently qualify the use of our general licenses. Once we had 
worked out the necessary revisions, we would have to conduct an 
extensive educational campaign to acquaint all United States 
exporters and their freight forwarders with the new rules. Yet 
the net effect would likely be nei«»* to relax nor to tighten our 

controls, and our export trade would be disrupted, from their 
point of view, for no apparent purpose. In sum, we fail to 
see what benefits Section 3 would accomplish and we foresee 
extremely difficult and time-consuming problems if it is 
enacted.

SECTION 4

Section 4 of the amendments imposes what we consider to be 
a reasonable restriction on the authority to use unilateral 
export controls if the Jstriction is limited, as we believe 
is intended, to controls imposed for national security reasons. 
In this regard, it would help if the new language in subparagraph 
(2) were to read "The President shall not impose national 
security unilateral export controls ..."

SECTION 5

The Department has serious problems with Section 5 of 
the amendments. We fully appreciate and share in the intent 
of Congress, *• •xpnsted in Section 4(g) of the current



519

Act, that export license applications be approved or disapproved 

within 90 days of submission. However, we believe it is 

dangerous to specify that an application which has not been 

approved or disapproved within this time frame "shall be 

deemed to be approved" unless we inform the applicant in a 

timely manner of the specific circumstances requiring such 

additional time and an estimate of the date when the decision 

will be made.

We have no objection to the requirement that we inform 

the applicant of the specific circumstances iiid of the estimated 

date of action. Indeed, we are trying to do that now under the 

existing requirements. But it is not inconceivable that an 

application could get lost in the mail and never reach us,^pr 

that a similar fate could befall our outgoing letter:? The 

exporter, who will know when he submitted his application, 

could wait the 90 days and, not having heard from us, invoke 

the authority of this Section and proceed with the shipment. 

Moreover, we receive some 53,000 applications each year and, 

I am sorry to say, on occasion one falls between the chairs. 

We take great efforts to prevent this from happening, but 

ther's is fc lot of paper and it could happen. In this circumstance,

the exporter, after 90 days, would have a legal right to 

ship the goods or technology. He are dealing with some export 

transactions thi't, if consummated, could adversely affect the 

national security of the United States, I seriously question 

t nether it is wise to trigger a transaction on the absence of 

an action. In any event, we do not beli've
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this automatic approval is needed as an inducement to the 

Department to act on applications within 90 days. We are well 

aware of the sentiment in Congress. As we have testified on 

prior occasions, we have made significant efforts to reduce 

our licensing backlog and to improve our procedures. We are 

determined to keep the over-90-day-old applications to an 

absolute minimum.

With respect to the proposed subsection 4(g)(2), we have 

no great problem with it, but we do suggest one modification. 

To supply an applicant with the detailed information 

•pacified will occasion acre work for oar staff, and, 

by virtue of our being required to wait for a reply, will 

perhaps aggravate the processing delays. We do not object, 

however, to this requirement, because applicants deserve to be 

as fully informed as possible of any problems associated with 

the review of their proposed transactions. As presently 

written, however, it would appear that, if we v;ere to provide 

the applicant with the specific circumstances requiring the 

delay, we often nay havo to divulge security classified 

information. Section 9 of the current Act deals with this 

problem by requiring the Department to provide certain infor 

mation to exporters "insofar as it is consistent with the 

national security, the foreign policy of the United States, 

the effective administration of this Act, and requirements 

of confidentiality contained in this Act." A similar phrase 

in Section 5 of the amendments would, we believe,be in order.
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SECTION 6

The Department is strongly opposed to the repeal of 

Section 8 of the Export Administration Act.

Continued exemption from the provisions of the 

Administrative Procedure Act (APA) is essential to an orderly, 

responsible, and efficient administration of the export control 

functions exercised pursuant to the Export Administration Act. 

Repeal of Section 9 would serve to hamper severely the administra 

tion of the export control programs in several respects.

Repeal of Section 8 presumably would make applicable to 

all etcport administration programs the procedural requirements 

of the APA relating to ruleraaking (5 U.S.C. 553). Under those 

prescribed procedures, which require advance notice of proposed 

rulemaking, opportunity for public comment, and a 30 day 

delay in the effective date of final rules, the Department's 

Office of Export Administration (OEA) may be precluded from 

acting promptly to promulgate essential new regulations or 

to change an existing one unless one of the limited exemptions 

provided for in the APA could be applied in the particular 

case. Morever, even if we believed that the use of an exemption 

was Justified, we would be subject to court challenges regarding 

such determinations.

74-771 O - 7S - 14
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The consequences of such a preclusion cannot be overstated. 

For example, it is occasionally necessary to revise the Commodity 

Control List as quickly as possible so as to bring under 

validated license control a newly daveloped strategic 

coirmodity or technology so that it oannot be exported to the 

detriment of our national security.

Moreover, unanticipated political shifts or events abroad 

from time to time necessitate immediate revisions in the 

Export Administration Regulations to change the level and nature 

of control applied to particular countries. A requirement 

that OEA adhere to the procedural guidelines and time frames of 

the APA would likely undermine these crucial functions of 

export administration and the attendant foreign policy 

considerations.

With respect to short supply export controls, we believe 

that repeal of Section 8 would effectively destroy our ability to 

execute the law. The need to give advance public notice of the 

Department's intention to bring under control exports of products 

in domestic short supply would give exporters the opportunity to 

make unrestricted shipments prior to the APA-dictated delay in 

imposition of the necessary short supply controls. If such 

shipments were made, they would aggravate the shortage, with 

the attendant adverse impact on the domestic economy.
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Further, if Section 8 were repealed, certain essential 

functions of OEA, such as licensing and enforcement, may 

well be considered adjudicatory functions within the 

meaning of the APA. If the APA requirements for adjudications 

were to apply, full-scale, on-the-record hearings, presided 

over by an administrative law judge, would presumably have to be held 

for each license application and enforcement proceeding. 

OEA processes approximately 53,000 license applications each 

year, all of which could be subject to the quasi-judicial 

procedures provided for by the APA. Adherence to APA 

requirements for adjudications would require a huge staff of 

hearing officers, attorneys, and other personnel to handle 

cases. Two immediate consequences would be a significant 

increase in budgetary needs as well as a significant protraction 

in the time required to process license applications.

Several practical problems would also occur which we 

believe would be virtually insoluble. For example, all 

53,000 applications include information which is deemed to be 

confidential in the view of the applicant as well as within 

the meaning of Section 7(c) of the Export Administration Act. 

Additionally, the processing of a significant number of the 

applications involve U.S. national security classified 

information as well as data classified under international 

(COCOM) agreements. The procedures governing adjudicatory
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matters require that all decisions be reached on the basis 

of the full record, it would obviously be difficult to take 

adequate account of national security considerations in a forum 

which is open to the public.

I should point out that the foregoing is by no means 

an exhaustive inventory of the impact of repeal of Section 8. 

It is, we believe, sufficiently illustrative of our predicament. 

For these and other reasons, we strongly recommend that you 

not proceed with the contemplated amendment.

I hasten to add that, while we argue against the proposed 

action, we do so with a healthy respect for your motive. We 

share your Committee's concern with respect to the need for 

a maximum degree of openness in the process to facilitate 

communication between the government and the business community. 

We believe we have done a great deal to accomplish this, but 

even a cursory review of your hearing record shows we have 

not been entirely successful in that regard. More must be done. 

But it is important for us to agree on ways in which to do 

this job without risking the substantial and largely harmful 

consequences which would befall the export licensing process 

and, consequently, the business community were Section 8 to 

be repealed.
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Finally, I would point out that, although activities 

undertaken pursuant to the Export Administration Act are exempted 

from most of the rquireraents of the Administrative Procedure 

Act, this does not mean that such activities are exempt from 

administrative due process requirements. Indeed, the Depart 

ment is prohibited from acting arbitrarily or capriciously 

or abusing its discretion with regard to the issuance of 

rules and regulations, action on export license applications, 

or compliance actions. Private parties having standing can 

challenge our actions in an appropriate U.S. District Court 

under one of several jurisdictional statutes, to wit, 28 

U.S.C. Ill331, 1337, and possibly 136).

Anple opportunity exists for interested persons in the 

private sector to comment on rules and regulations issued 

by OCA or to make recommendations for new rules and regulations. 

Section 5(b)(2) of the Act specifically requires that the 

Secretary, upon imposition of short supply controls, invite 

all interested parties to submit written comments within 

15 days on the impact of such restrictions and the method of 

licensing used to implement them. Pursuant to other parts 

of Section 5, the Department has established a technical advisory 

committee structure in which exporters provide the Department
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with valuable advice on commodities and technologies 

requiring national security export controls. The Subcommittee 

on Export Administration of the President'8 Export Council 

was established so that the Department could receive overall 

policy recommendations from the private sector on the 

export, control program. Furthermore, OEA officials meet with 

various members of the export community on an informal basis 

to consider their views regarding either the circumstances 

surrounding a particular license application cr overall export 

control policy. Finally, comments from interested parties in the 

private sector on our rules and regulations may be submitted 

at any time and are regularly received and considered. In 

other words, the input from the private sector concerning the 

issuance of rules and regulations, contemplated by the APA, is 

certainly received and consic red, albeit not in the specific 

manner contemplated by that statute.

Due process is also accorded to applicants whose export 

license applications have been denied and those exporters 

against whom administrative compliance actions are undertaken. 

The latter are given full notice of the charges against

them in a document known as a charging letter. The accused 

exporter is given a full opportunity for an impartial hearing 

on such charges before the Departmental Hearing Commissioner, 

and through him may subpoena relevant witnesses and documents. 

At the hearing, all evidentiary material relevant and material
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to the inquiry must be received and considered. The accused 

has the right to be represented by counsel. The Hearing 

Commissioner must make a report including recommendations to 

the Director of the Office of Export Administration based on 

the assembled record. Administrative sanctions imposed by the 

Director nay be appealed to the Departmental Appeals Board 

pursuant to the provisions of 15 C.F.R. 1388.13. Copies of 

the decisions of the Appeals Board as well as of orders denying 

export privileges are available for public inspection and many 

arc published in the Federal Register.

Exporters whose export license applications have been 

denied may appeal such denials to the Assistant Secretary for 

Domestic and International Business pursuant to the provisions 

of 15 C.F.R. Part 389. Proceedings before the Assistant 

Secretary are more informal than those before the Hearing 

Commissioner or the Appeals Board in order to provide the 

exporting companies with an effective opportunity for appellate 

consideration of the denial of their license applications without 

requiring time consuming and expensive hearings. Were appellate 

procedures for denied applications to be formalized, the large 

corporations may be the only ones who would b* able to afford

the time and money needed to pursue them. Moreover, it should 
be noted that the Assistant Secretary, having broad responsi 

bility for administration of the export control programs, is 

able to deal in policy areas from which the Appeals Board is 

precluded and can thereby take into account the applicant's

position within the export cc - program.
Decisions of the Assistant. .cretai/ or the Appeals Board

constitute final agency action which an aggrieved party can
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have reviewed in U.S. District Court pursuant to the jurisdic-

tional statutes mentioned earlier. Criminal violations of the

Act are of course prosecuted by the Department of Justice in

U.S. Dietrict Court. Full criminal due process applies at that point.

SECTION 7

With regard to Section 7 of the amendments, I am certain 

you are aware that ejtportnrs are continuously providing the 

Of*ice of Export Administration with information they consider 

to bo confidential for business reasons. They are assured by 

the current confidentiality provisions of the Act that the 

Department will not release such data unless the Secretary of 

Conworc-? has determined that the withholding thereof is contrary 

to the national interest. The Secretary has made such a 

determination and has released this business confidential data 

to Congresaional committees and subcommittees on a number of 

occasions upon receiving a pledge from the Chairman that the 

committee or subcommittee and its staff will honor the con 

fidentiality of the data.

In this connection, I note that Section 7 of the amend 

ments does not place any restrictions on the use of the data 

that would be provided to "any committee of Congress or any 

subcommittee thereof." Absent assurances'to business with 

respect to the honoring of confidentiality we fear that 

business confidential information that would be provided to 

the Congress would not be accorded the confidential treatment 

it deserves and that the business community has a right 

to expect. Certainly, business information that has been
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already provided to the Department under the existing pledge of 

confidentiality should not be subject to the provisions of this 

amendment. K 1 even if the amendment, as written, were to be 

made to apply prospectively, I fear that the Office of Export 

Administration would find that exporters would stop providing 

some of the information needed to consider properly export 

license applications. The Office frequently needs information 

concerning either the proposed transaction or the commodity 

involved that the applicant guards tightly for business reasons. 

At present, he is assured that the data will be held in confi 

dence. If that assurance is lacking, he may elect to withhold 

the information. For lack of this information, wrong decisions 

perhaps would be made; we would have to err on the side of 

denying applications if we had insufficient information on 

which to determine that they could be approved. The only 

likely alternative would be lengthy delays while we sought 

other sources for the data the applicant was unwilling to pro 

vide.

The Department would recommend no change in Section 7(c) 

of the Act. However, as a minimum, any change should be made 

to apply prospectively and should specify that a request from 

any committee or subcommittee of Congress should contain an
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assurance that the confidentiality of the requested informa 

tion will be respected and not released without the consent 

of the person or firm that had provided it.

SECTION 8

Mr. Chairman, The Department hat no objections to 

Section 8 of the amendments.

SECTION 9

Section 9 of the amendments posas no substantive problem 

to the Department. The Office of Export Administration has 

attempted to keep its rules and regulations continuously 

under review and, over the years, has made many revisions 

to simplify them. The requirement that we conduct a special 

study and report to Congress no later than six months a'ter 

enactment of this amendment will, however put a strain on our 

resource". If a formal tine requirement is considered necessary, 

I would recommend that we be given at least one year from the 

data of enactment.
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SECTION 10

With respect to Section 10 of the amendments, we have 

no objection to subsections (b) through (d) and subsection 

(f). We believe that the subsection (a)(3) may inadvert 

ently make all export license applications subject to 

review by the Secretary of Defense. We, therefore, recom 

mend that the words "to any nation to which exports are 

restricted for national security purposes" replace "to any 

such country" in the second sentence of Section 4 (h)(1). 

Moreover, striking out the phrase "to such country" as 

proposed in subsection (e) would have the inadvertent 

effect of prohibiting the Office of Export Administration 

from approving for export to any destination a commodity 

or technology that had been disapproved by the President 

for export to a specific destination against a specific 

request. We believe this is unintended and could be rem 

edied by introducing the word "proposed" before "export" 

so that the phrase would read "...no license or other 

authorization may be issued for the proposed export of 

such goods or technology."

We are strongly opposed to section (g) of this Sec 

tion. Section 6(b) of the current Act provides for felony 

penalties for firms or individuals who willfully export
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anything in violation of the Act, or any regulation, order 

or license issued thereunder, with knowledge that such 

exports will be used for the benefit of any Communist- 

dominated nation. I fear that repeal of this provision 

will be construed as a signal that the Congress is no 

longer as concerned with the national security implications 

of the export control program as previously. I do not 

believe this was the intent, but I fear that it might be 

the result. If the intent was to move away from use of 

the phrase "Communist-dominated nation," this could be 

accomplished by retaining Section 6(b), but substituting 

for this phrase the following: "nation to which exports 

are restricted for national security or foreign policy 

purposes". This approach would also expand the current 

scope of Section 6(b) to allow felony penalties to be 

imposed on exporters who willfully make illegal exports 

with knowledge that they will be used for the benefit of 

any nation upon which we have imposed controls for for 

eign policy reasons. This would include Rhodesia, as 

well as Cuba, North Korea, North Vietnam, South Vietnam, 

and Cambodia, and in some cases the Republic of South 

Africa a id South-West Africa (Namibia). We feel such an 

expansion of the present scope of Section 6(b) to be in
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order so as to discourage further those exporters who 

would illegally subvert our foreign policy objectives.

The Department hals previously recommended an increase in the 

amount of monetary fines that can be imposed for viola 

tions of the Act, justifying the request on the fact that 

inflation has eroded the significance of the fines that 

can now be levied. We request that these amendments 

reflect our recommendations.

SECTION 11

The Department of State is charged by delegation from 

the President with administration of Mutual Defense Assist 

ance Control Act (The Battle Act - 22 USC Section 1611-1613d) 

Title II provides authority for entering into negotiations 

with aid recipient countries for establishment of a pro 

gram to control their exports of certain items other than 

those specified in Title I of the Act - namely, arms, 

nuclear materials, and other items of primary strategic 

significance that are covered by the multilateral strategic 

trade control system.

While in the early yei. t s under the Battle Act there 

was a list of non-embargoed items falling within the 

scope of Title II on which trade data was maintained as a
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basis for possible control programs, there is no longer 

such a list and there are no existing control programs 

that have been negotiated with aid recipient countries.

For these reasons there would be no objection to the 

proposed repeal of Title II and the Department of State 

is notifying the Chairman of this conclusion.

SECTION 12

The Department of Commerce has no objection to sub- 

paragraph (j)(1) as proposed in Section 12 of the amend 

ments so long as the phrase "nation to which exports are 

restricted for national security or foreign policy 

purposes" is not construed to include those Free World 

destinations for which we require validated license approval 

for exports of strategic products primarily as a device 

to assure agai ist their diversion. We understand the 

intent is to interpret the phrase in this manner and we 

would recommend that such interpretation apply as well to the 

other sections of the amendments where we are proposing that

the phrase be used.
The study proposed in subparagraph (j)(2) is couched

in very general terms. A "study of the problem" could be 

construed to require an extensive review, not only of 

journals, but also of technical symposia conducted throughout
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the country at which technical papers relating to commodities 

under control for national security or foreign policy rea 

sons are presented before international audiences. This 

would be a very time-consuming task. Completion of any 

meaningful study with the specified six-month period would 

be difficult.

The Department believes that by and large technical 

data that are really important from the standpoint of the 

design, production, manufacture, utilization or reconstruc 

tion of commodities of a strategic nature are not freely 

divulged by the developers of the data and do not find 

their way into the public domain through publication or 

similar types of dissemination. These data are too valu 

able to be disseminated without recompense. For this 

reason, our regulations currently exempt from control the 

export of data that have been made freely available to 

the public in any form, as well as most scientific or 

educational data. We do not believe a study is needed to 

affirm this conclusion.

For these reasons, we oppose this subparagraph.



536

SECTION 13

The Department has no substantive problems with Section 13 

of the amendments. We believe we now are providing in our 

semi-annual Reports to the President and Congress practically 

all the information that would be required by this amendment. Of 

course/ the Department consults informally daily with exporters 

and producers on various aspects of export license apolications 

and similar control problems, and it would be impossible to in 

clude an accounting of each such query. But, if the amendment 

may be construed in a reasonable manner.

we see no difficulty in complying with the proposed amendment.

SECTION 14

This Section would require a one-time report on the effective 

ness of multilateral strategic trade controls. Much of the 

information that would be sought through this report has already 

been provided to the Committee or to the Subcommittee on Inter 

national Trade and Commerce during the course of hearings. If 

required, additional information could be provided, although 

some potentially relevant information is classified and would 

have to be made available under conditions which would assure 

its continued protection.
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Subparagraph 6 of the proposed new Section would call for 

the President to submit "a detailed plan, in the form of a 

draft international agreement, for formalizing and improving 

the effectiveness of multilateral export controls. . ." We 

believe this provision is unnecessary and undesirable. It 

prejudges the outcome of the President's report. Moreover, the 

decision to negotiate any such arrangement lies with the Presi 

dent, consonant with his Constitutional responsibilities. It 

would seom to us that the reporting and analytical purposes of 

the proposed Section would be best served by eliminating Sub- 

paragraph 6. The Department of State concurs with this view 

and is including such a recommendation in its letter to the 

Chairman on the proposed bill.

SECTION 15

This Section relates to the duration and termination of 

trade embargoes.

The Department of State is providing the Chairman 

v-ith the Executive Branch's views on this issue.

MC CLOSKEY LETTER

This concludes my comments on the proposed amendments, 

Mr. Chairman. However, in your letter of invitation, the

74-77? O - 76 - 35
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Department was also asked to comment on a July 21 letter from 

Mr. Peter McCloskey, President of the Computer and Business 

Equipment Manufacturers Association (CBEMA) , -..hich takes ex 

ception to Secretary Richardson's June llth testimony on com 

puter safeguards.

Although the computer industry has accepted safeguard re 

quirements to avoid forfeiting the trade, Mr. McCloskey states 

that it considers some, especially on-site residency and 

monitoring of the system's operation, to be costly to the 

American firm, hazardous to its employees, and of doubtful 

effectiveness. He also notes that the same safeguards are re 

quired for computers destined for the People's Republic of 

China, even though the PRC is unwilling to accept them. In 

contrast, he says, CBEMA concluded that "the most effective 

safeguards for major computer systems would be one of 

'guaranteed access 1 to the installation and the system, on a 

regular and/or random basis."

To view this matter in context, it is important to realize 

that most computers are exported to proscribed countries with 

no formal safeguards whatever, other than the normal care that 

is taken with respect to exporting any controlled items to 

such destinations. More powerful computers are licensed
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on the basis of guaranteed access and periodic visits to the 

installation, in keeping with the CBEMA proposal. Computers 

in this range constitute the second largest segment of computer 

exports to proscribed countries.

On-site residency and monitoring are required only in a 

handful of cases for very powerful computers, both U.S. and 

foreign, whose diversion to strategic use could have a 

significant impact. Government experts who have studied the 

safeguards problem since early 196^ believe that by far the 

best assurance against diversion is to have a knowledgeable 

Western representative on site, with full access to all 

equipment and computer programs, to oversee the system's 

operation. There can be little question that this day-to-day 

contact with the installation provides better assurance against 

significant diversion than occasional visits which, in the 

Soviet Union, Eastern Europe, and especially the PRC, can 

never really be made casually or at random because of the need 

to obtain visas and make other travel arrangements with the 

approval of the various governments.

The Subcommittee on Safeguards of the Department's Computer 

Systems Technical Advisory Committee endorsed the residency 

requirement for safeguarding higher level computers in May,
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1974. The group disagreed, however, as to the level of com 

puter for which residency should be required. The Subcommittee 

also addressed the problem of personal safety of company 

representatives. To minimize this problem, it concluded that 

"the procedures must be openly established and mutually agreed 

upon by supplier and user, they must be implemented as a normal 

part of the operation of the facility, and the user must under 

stand that the licensing goveratient has sole responsibility for 

applying sanctions."

The reluctance of the PRC to accept any safeguards is well 

known, but this attitude can hardly be viewed as justification 

to reward them by oroviding them, without safeguards, advanced 

computers that, if diverted, could contribute significantly to 

military operations. A more defensible, if regrettably neces 

sary, solution to the dilemma surely would be to limit computer 

exports to the PRC to less powerful systems that do not re 

quire safeguards and that would pose less of a threat if diverted.

The Report of the Subcommittee on Safeguards has been 

extremely valuable. For the past two years it has served as a 

basis for recommending specific safeguards for various levels of 

computers. It also provided a basis for the U.S. proposal to 

COCOM with regard to the conditions that should apply to the
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licensing of computers. The other COCOM countries concurred, 

and this proposal has now been adopted by all COCOM member 

countries.

On another point made by Mr. McCloskey, it is not correct 

that the Computer Systems Technical Advisory Committee was not 

advised of the disposition of its report. At the meeting fol 

lowing the conclusion of tho COCOM review, a government 

representative made a detailed presentation to the Technical 

Advisory Committee members. Emphasis was placed on the contri 

butions of the Committee to the success of the COCOM review, 

and special note wa; made of the fact that the recommendations 

of the Safeguards Subcommittee were used as the basis for the 

..greed computer licensing procedures. Shortly thereafter, a 

letter was sent to the firms that manufacture computers in the 

range affected, to apprise them specifically of the visits and 

reports that would he required as safeguards.

Although other COCOM countries accept on-site residency 

and monitoring for their larger computer systems, COCOM proced 

ures make no provision for these safeguards. Each case is con 

sidered on its merits, however, and is recommended for approval 

only if suitable safeguards can be devised.
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Mr. FRASER. Thank you very much, Mr. Downey.
Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.
I haven't had a chance, Mr. Downey, to study your comments in 

detail.
I would like to thank you for the thorough way in which you have 

analyzed the draft amendments that are incorporated in the commit 
tee print.

Mr. DOWNEY. If I may, Mr. Chairman, I want to compliment y «r 
staff. If this analysis is thorough, it is because we have worked it out 
almost jointly with your staff.

Mr. BINGHAM. I am satisfied that we will be able to work out some 
of the problems that you point to. On others we may have simply a 
remaining difference of opinion, recognizing the problems that you 
face.

ONE-YEAR EXTENSION

The 1-year extension is related to the proposal for an annual au 
thorization of funds. You may not be aware of the fact that the State 
Department now operates under an annual authorization. We have 
become accustomed to that. It provides us with a mechanism for as 
suring an annual review of the operations of the Department. I do not 
think that the process is as painful as perhaps you anticipate it will be. 

It does seem like a short period of time, but if you understand that 
it is linked to the proposal for an annual authorization. I think you 
might understand the reason for it.

I do not quite understand why you suggest, near the bottom of page 
2, that the- 

Short period of extension will militate against the orderly development of 
programs that cannot be fully operative until much of the year has passed.

Mr. DOWVEY. That is not a very clear statement.
The basic problem with such a short extension period is that it 

will have a substantial psychological impact.
There are a lot of programs that are moving. A lot of your proposed 

amendments will require studies that will be done in f> months or 1 
year, and there is no sense of permanence; everything becomes very 
temporary. Will this be continued? Will that lx» continued? Will this 
be changed ?

We have become used to what are still short-term extensions of 
3 years.

This iust seems abruptly short. We would like more time to work 
under the existing act and to demonstrate to you in a yoar, if you 
would like, what we have done. It is not a question of the presentation 
to you, which is, as you say, not very painful. Rather it is the idea of 
the sword hanging over the act again which causes us a problem.

We would have no difficulty in reporting to you annually. Indeed, 
we report to Congress in written form semiannually. That is not our 
problem. It is that the entire act is in limbo for a year.

GENERAL LICENSE

Mr. BINOHAM. Let us press on to section 3 of the amendments. 
Doesn't your premise that you seek, that the Department has con-
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trol over everything: not controlled by another agency run counter to 
a basic notion of the free enterprise system?

Mr. DOWNEY. If it were implemented in such a way that we, in fact, 
controlled everything, it would certainly run counter to the notion that 
there should be minimal governmental involvement in the private 
sector.

The way, however, that this is implemented is by a series of general 
licenses under which we do not require license application or paper 
work for virtually all commodities except those few that we have listed 
where a specific validated license is required.

T don't think the notion of an assertion of legal authority to control 
runs contrary to the notion of free enterprise.

Mr. BINOHAM. If, in fact, you operate the general license system in 
such a way that you issue licenses without any application being re 
quired, and no document issued, for all commodities which aren't 
restricted in some way, I don't really understand your objection to 
turning the whole thing around.

Mr. DOWXEY. We do not issue licenses where we don't have applica 
tions coming in. A general license, is simply published which says, in 
effect that everything can be exported except those few items we con 
trol for specific, purposes.

In addition, we are able to use the general authority to control re 
exports of certain products to destinations where the direct export 
would be. prohibited. This also enables us, as a legal matter, to have a 
handle on the export of technology that we otherwise might not be 
able to control. If we do as you suggest, it would mean totally re 
writing our regulations and affirmatively listing all the commodities. 
We could do it; however, the net effect would be——

Mr. BINOITAM. Hold it. Let me interrupt you right there.
Affirmatively listing what commodities?
Mr. DOWNEY. For example—and I would direct you to the parts on 

pages 4, 5, 0, 7, and 8 of my testimony where we lay out some of the 
examples—through the. use of the general licensing system, we can 
control the reexport of a commodity to a country to which we would 
not permit the direct export of that commodity. Under this system of 
general licenses, we do not require n specific application from someone 
who wanted to export his widget from the United States to France, 
but we are able to say that, it cannot be reexported to the Soviet Union, 
for example.

Under this proposed amendment however, \\ r. would have to turn 
that around and list that commodity and .ay I hut we would require a 
specific application to reexport t l»e commodity from France, for ex 
ample, to the Soviet Union.

We also use our general control over all exports in the area of sanc 
tions as part of our compliance program. We use, as an enforcement 
mechanism, the withdrawal of all export privileges. Presently, we 
have the ultimate authority of withdrawing general license privileges 
for exporters who have violated our regulations. If we were not to 
have that authority, we would be able to withdraw the privileges of 
exporting only to a very much narrower area, that is, that small por 
tion of our national product that is under validated license control.
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The practical effect of what you suggest and what we do now are 
really the same. The impact on the exporter would not change ma 
terially. But what would be required would be that during the ne^l 
6 months or during the next year, we would have to rewrite the regu 
lations, educate the exporting community, simply to end up where we 
were.

Mr. BINGHAM. You arc really saying it doesn't make much differ-ence 
in practice.

Mr. DOWNEY. I don't think so.

PENALTIES FOK VIOLATION OF THE ACT

Mr. BINOHAM. You have never, I assume, used the power to deny 
the general license or withdraw the general license?

Mr. DOWNEY. Yes, sir, we have.
Mr. BINGHAM. You have?
Mr. DOWNEY. Oh, yes.
Mr. BINOHAM. Can you cite some cases?
Mr. DOWNEY. In our semiannual report to the President and the 

Congress on export administration, ve list the enforcement activities 
taken during the reporting period. You will find a listing of recent 
enforcement measures, and you will note that they do include the 
withdrawal of export privileges.

Mr. BINOHAM. That means that ti company that is subject to that 
penalty cannot, then export at all.

Mr. DOWNEY. If the extreme penalty is applied, yes.
I might note also, since, you are interested in the penalties, we hope 

that you would add a provision to your amendment which would in 
clude »m increase in the civil and criminal fines which can be imposed 
for violations of the act.

In the bill that the administration submitted, we have requested 
an increase in the monetary fines that could be imposed. We would 
find that desirable, if you would agree with that.

Mr. BINOIIAM. You have, referred to the fact that you have made 
that recommendation. We don't seem to have any record of your mak 
ing that recommendation.

Mr. Dow NET. Will you accept it as now stated, then, for this record ? 
It is in the Senate version, also.

Mr. BINOHAM. I am aware of that.
Do you have any specific recommendations that you can state for 

the record now as to what the increase in penalties should be?
Mr. DOWNEY. Yes, sir.
We are increasing them rather substantially. May we supply that 

for the record ?
Mr. BINOHAM. Yes.
[The information supplied for the record follows:]
In addition to proposing a 3-year extension of the Export Administration Act, 

the Department of Commerce h»s proposed three amendments to the current 
statute which relate to the imposition and collection of civil and criminal 
penalties.

The first of these would increase the maximum civil penalty that can be 
imposed for each violation of the Act from $1,000 to $10,000. The civil penalty 
Is an extremely useful sanction. However, there are times when a civil penalty 
of only $1,000 per violation is less than suitable, since the value of the transac-
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tion involved is so great that, when taking into consideration the profit made on 
such an illegal transaction, a $1,000 civil penalty is not a meaningful sanction 
or deterrent. The only heavier sanction is denial of export privileges, and this 
may well be more severe than warranted. Authority to go to $10,000 would 
close this gap appreciably.

The second would permit deferral or suspension of the collection of civil 
penalties for any period of time so that the possibility of collection would exist 
for at least as long as auy probation that might be imposed (frequently for 
periods of more than a yeai). The prospect of collecting any suspended payment 
due as a result of additional violations detected during the period of probation 
would serve as a substantial deterrent to noncompliance during that period.

The third would increase the maximum criminal penalties for knowing viola 
tions of the export administration regulations from $10,000 and $20,000 to 
$25,000 and $50,000, respectively.

Mr. DOWNEY. They included an increase in the maximum criminal 
fines from $10,000 and $20,000 to $25,000 and $50,000. respectively. 
The change in the order of magnitude of the original fines provided 
for in tlio act was necessitated by the fart that inflation has eroded 
their impact.

We want to make it clear that we intend to enforce the act.
Mr. ZABLOCKI. Will the, gentleman from New York yield for a 

moment ?
It has been called to my attention that Chairman Morgan has re 

ceived proposals to provide for the increased penalties that he intends 
to bring up at the time of the markup for our consideration. He may 
have amendments that he proposes.

Mr. BINGHAM. Thank you. We will be grateful for that.

EXEMPTION FROM ADMINISTRATIVE PROCEDURE ACT

With respect to the matter of repeal of the exemption from the 
Administrative Procedure Act, it is my understanding that this 
exemption was understood at the time of the enactment of the Export 
Control Act to be a temporary exemption.

Mr. DOWNEY. I have not personally reviewed the history of the act 
at this time, sir.

Mr. BINOHAM. There are exceptions to the requirements of the Ad- 
ministrative Procedure Act, such as considerations of national se 
curity, foreign policy, and so on.

Have you considered whether these exceptions might not be suffi 
cient to meet the problems that you raise ?

Mr. DOWNEY. It is our judgment that the exceptions were not suffi 
cient to deal with the problems that we would have and, additionally 
if the Administrative Procedure Act were applicable, we would have 
a potential court challenge on each one of the exemption 
determinations.

In some areas—for example, in the short supply program—the ef 
fect of the program would be destroyed if before we instituted a short 
supply control or monitoring requirement we had to announce our 
intention to do so in public. I am sure that was not the intent.

Mr. BINOHAM No, I can't say I have studied the matter in detail 
either but it is my ir.pression that the Administrative Procedure Act 
would allow exceptions where there is a necessity of quick action in 
revising a list.

Mr. DOWNEY. We have explored the potential for using these ex 
ceptions and we have found them not adequate for our needs.
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It is entirely possible, for example, that our whole licensing func 
tion could bo, construed as an adjudicatory function \vhich would 
require us to have or-the-record hearings and an administrative law 
judge, et cetera, for a whole array of applications and license deter 
minations. This would be simply impossible to deal with, without ad 
ditional staffing and it probably would require a trebling of the staff.

REPORT ON COCOM

Mr. BIXOHAM. You did not deal in oral testimony with your com 
ments on section 14 requiring a one-time report on the effectiveness 
of multilateral strategic controls. It isn't clear to us what you an 
opposed to in the present proposals.

Mr. DOWNET. I do not tnink that a report is necessary. Much of this 
information has already been provided to this committee and its Sub 
committee on International Trade and Commerce in recent hearings. 
Nevertheless, we do not oppose it. If you feel it is something that ought 
to be done, we will do it.

We do have difficulty with the specific paragraph 6 which would call 
for the President to submit a detailed plan in the form of a draft 
international agreement for improving the effectiveness of multi 
lateral export controls. This raises some constitutional issues.

The Department of State will be responding to you directly on that. 
The overall notion of having this report, as I say, is something that 
we would not have recommended. It is just more effort, the essence of 
which we are already doing. This will simply require us to do it in a 
special form.

But we do not oppose it.
Mr. BmoHAM. But you are opposed to paragraph 6.
Mr. DOWNET. Yes, sir. We feel that there is an internal inconsist 

ency on the one hand to ask the President to make a report to see what 
should be done and then prejudice the outcome by saying the President 
has to work up a draft of an international agreement.

It also raises some constitutional issues, so we would, at a minimum, 
suggest, that you eliminate paragraph 6.

Mr. ZABTXVKI. In view of the quorum call the committee will stand 
in recess for 10 minutes.

FA short recess was taken.]
Mr. ZABT/VKT. The committee will resume its hearing.
Before we continue, the Chair would like to aak unanimous c m- 

sent that the, letter from the Department of State he made part of 
the record of the hearing. Without objection, it is so ordered.

[The letter submitted by the Department of State follows:]
DEPARTMENT OP STATE. 

Washington, D.C., August .9, 1976. 
Hon. THOMAS E. MORGAN. 
Chairman, Corrmittec on International Relations, House of Representatives

DEAR MR. CHAIRMAN : I am writing to bring to your attention the views of the 
Department of State concerning the proposed amendments to the Export Ad 
ministration Act of 1969 now before your Committee.

We understand that a representative of the Department of Commerce will 
appenr before the Committee on August 10 to present the Administration's views 
on the overall effects of these amendments. However, I wish to supplement that 
testimony with regard to certain issues of particular interest to this Department.
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First, we note that Section 11 of the proposed bill would repeal Title II of 
the Mutual Defense Assistance Control Act of IJKil (The Battle Act; 22 U.S.C. 
51612). The Department of State is charged by delegation from the President 
with administration of this legislation. Title II generally authorizes negotiations 
with aid recipient countries to establish a program of export control for certain 
of their exports. In early years under this legislation, trade data was maintained 
on certain items as a basis for possible control programs. However, no such data 
is presently maintained, and there have been no programs of controlling exports 
negotiated with any aid recipient countries. Tins Title is therefore presently 
unnecessary and we would have no objection to its repeal.

Secondly, we note that Section 14 of the proposed bill would require a one- 
time report on the effectiveness of multilateral strategic trade controls. Much of 
the information apparently sought in this report has already been provided to 
the Committee during the course of its hearings; if required, additional infor 
mation could be provided, although some potentially relevant information is 
classified and would have to lie made available under conditions which would 
assure its continued protection.

Subimragraph 6 of the proposed new Section 11 calls for the President to 
submit "a detailed plan, in the form of a draft international agreement, for 
formalizing and improving the effectiveness of multilateral export controls . . ." 
We believe that this provision is unnecessary and undesirable. It appears to 
prejudge the outcome of the President's report, which might, for example, con 
clude that an international agreement "for formalizing and improving the 
effectiveness " of export controls is undesirable, in which event there would lie 
no point in submitting a draft agreement. It goes without saying that any deci 
sion to negotiate such an arrangement could only be made by the President, 
consonant with his constitutional responsibilities. Conclusion of an agreement 
would of course be subject to appropriate participation by the Congress through 
enactment of authorizing or implementing legislation or through consideration 
of a treaty submitted to the Senate for its advice and consent to ratification.

I also wish to emphasize our concerns as to Section 1T» of the proposed legisla 
tion, which would add a new Section S to the Act, relating to duration and 
termination of trade embargoes. We recognize that Congress has a basic role in 
this area as the source of legislative authority for trade embargoes. Congress 
could clearly impose a time limitation on the duration of any embargo in such 
authorizing legislation. However, we do not believe that Congress can, con 
sistent with the Constitution, iiMlize the concurrent - olution procedure outlined 
in the proposed Section 15 to authorize an extension of an embargo for a speci 
fied period, or to terminate an embargo UIMHI a specified future date.

We believe that these provisions seek to authorize the Congress to make enact 
ments having the force of law without the participation of the President re 
quired by Article I, § 7, cl. 3 of the Constitution. Particularly significant in this 
regard is that both types of concurrent resolutions under the proposed Section 15 
would permit the Congress to set specific terms for the continuation of trade em 
bargoes. These terms are clearly intended to be binding upon the President and 
to have the force of law, and yet they are to be enacted without satisfying the 
constitutional requirements for enactments Intended to have the force of law.

The views of the Executive Branch on this question have been brought to the 
attention of the Committee in a variety of other contexts. On July 22, both the 
Legal Adviser of this Department and Assistant Attorney General Scalia of the 
Justice Department furnished extended presentations on this issue to your Sub 
committee on International Security and Scientific Affairs. Rather than repeat 
what was said, we respectfully refer you to their statements. I wish to make 
clear that in our view the concurrent resolution provisions of this legislation are 
constitutionally inappropriate.

In addition to the general comments offered above, we would also appreciate 
the Committee's consideration of the bill's implications for the conduct of the 
Munitions Control functions administered by the Department of State pursuant 
to Section 38 of the Arms Export Control Act (22 U.S.C. 2778).

Section 3 of the bill amends Section 4(d) of the Export Administration Act so 
as to prohibit a licensing requirement except for specific destinations or «peei/Ic 
items. The International Traffic in Arms Regulations (22 C.F.R. 121-128) re 
quire licensing of exports to all destinations of the items described by category 
on the United States Munitions List. If the amended Section 4(d), which is not 
expressly limited to licensing under the Export Administration Act, were con 
strued as applicable to arms exports, it might apply to prevent the United States
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from prohibiting arms exports which would harm important foreign policy and 
national security interests.

Similarly, the amendment to Section 4(b) of the Export Administration Act 
made by Section 4 of the bill is not limited to controls imposed under the Export Administration Act. Yet, the diminutions of authority to control exports of items available from foreign sources would be singularly inappropriate if construed as 
applicable to arms exports.

Section 6 of the bill would repeal the exemption of functions under the Export Administration Act from certain provisions of the Administrative Procedure Act. 
This would appear to invalidate the existing regulations of the Commerce De partment on administrative proceedings as set out in 15 C.F.R. 888. In this regard, 
Section 88(e) of the Arms Export Control Act, as added by Public Law 94-329, approved June 80,1976, authorizes the exercise with respect to munitions control 
functions of certain enforcement powers set out in Sections 6 and 7 of the Export Administration Act. The Department of State has prepared for publication pro 
posed roles that would implement this authority by utilizing the services of the Commerce Department's Hearing Commissioner and Appeals Board. Enactment 
of Section 6 of this bill would thne not only cause a lapse in enforcement of the Export Administration Act, but would also delay and impede the institution of 
such procedures under the Arms Export Control Act.

Section 10 of the bill, like some other provisions discussed above, is not limited 
to exports under the Export Administration Act. Accordingly, it would appear to give the Secretary of Defense authority with respect to arms export licenses which partially duplicates and partially conflicts with the delegations of the 
President's statutory authority under the Arms Export Control Act, as set out in Sections 101 and 106 of Executive Order 10978.

Section 12 of the bill appears to impose an obligation upon exporters of tech 
nical data to report to the Secretary of Commerce even when the export has been licensed by the Department of State under Section 38 of the Anns Export Con 
trol Act. Moreover, this section appears to require a study by the Secretary of Commerce which would extend to export* of military technical data licensed by this Department.

Section 15 of the bill, apart from its constitutional deficiencies, would raise very serious practical problems if applied to exports of defense articles and de fense services under Section 88 of the Arms Export Control Act. Frequently, dur 
ing periods of international tension In particular countries or regions, the De partment of State denies licenses for some or all arms exports to the country or countries concerned. In the case of a prolonged situation, such as now exists in Lebanon, where U.S. arms exports would clearly be detrimental to our national 
interests, a failure by Congress to adopt a concurrent resolution under this sec tion could nevertheless impair our authority to apply a general embargo on arms shipments to the region concerned.

In view of the foregoing, we strongly urge the Committee to limit the scope of the bill to exports controlled under the Export Administration Act.
Because of our constitutional and other objections to Sections 14 and 15 of the bill, and because of its many undesirable implications i'or the conduct of arms 

export control functions, the Department of State strongly opposes enactment of the proposed legislation in Its present form. However, we would welcome the opportunity to participate In discussions with the members or staff of the Com mittee with a view toward developing legislation that would satisfy the Commit 
tee's objectives and also meet the serious concerns of the Executive Branch.

The Office of Management and Budget advises that from the standpoint of the Administration's program, there is no objection to the submission of this report. Sincerely,
KEMPTON B. JENKINS, 
Acting AttnUtant Secretary 

for Congressional Relation*.
Mr. BINOHAM. Thank you, Mr. Chairman.
I have no further questions. I simply would like to say that I 

will reexamine the proposed amendments in the light of'the com 
ments that Secretary Downey has made. I am sure, that we will be 
proposing some modifications and certainly some of the points are 
well taken.



549

Mr. ZABLOCKI. Mr. Whalen.
Mr. WHALEX. Thank you, Mr. Chairman.
I just want to take this opportunity to apologize to yon for the 

imposition that the legislative procedures, and I use the. word "pro 
cedures" in quotes, has taken of your time.

IMPACT OF EXPIRATION OF TUB ACT

In view of the fact that time is of the essence, I would just like 
to ask one very general question. What would happen if we failed 
lo extend the law beyond its expiration date, which is the end of 
September ?

Mr. DOWXEY. Thore has been some experience with that situation. 
I believe the answer is that the administration relies on the sweep 
ing provisions in the Trading With the Enemy Act to allow us to 
sustain on a temporary basis the programs that we now have under 
the Export Administration Act.

If that were not the case and the Export Administration Act ex 
pired, there would he no way that we could control exports for pur 
poses of national security, foreign policy, and short supply.

Mr. WHALEN. You say "on a temporary basis." How would that 
differ from a long-range basis? What authority would you have in 
the short run that you wouldn't have in the long run under the leg 
islative enactment *

Mr. DOWXEY. I perhaps misstated that point when I said it would 
bo done on a temporary basis. What I should have said, I think, is 
that utilizing the Trading With the Enemy Act is not the most de 
sirable way to administer an export control program, since that act 
was not designed expressly for that purpose. We would want to use 
it only on a temporary basis. But the authority in the act is a perma 
nent authority.

I do not mean to suggest that the Trading With the Enemy Act 
is applicable for 90 or (50 days. It is simply not the proper way 
or the Ijest way to administer an t-xport control program.

Mr. WIIALKX. Again, Mr. Downey, I thank you for joining us. 
We certainly appreciate your patience this morning.

Mr. DOWXEY. You are very kind. I appreciate the burden that is 
on us all.

Mr. ZARLOCKI. The Chair does not intend to impose on your time 
any further because of the legislative processes. I would like to ask 
two previous questions, hoping that the Congressman who was sched 
uled to testify will appear in the meantime.

SAFEGUARDS

This committee has received complaints from industry regarding 
the safeguards required for shipment of sensitive items to Communist 
countries.

I know that you have touched on this in your prepared statement. 
I wonder if you would give us a little of your views at this time. The 
industries assert that the safeguards are more onerous than those re 
quired by the COCOM nations and that they can endanger the lives 
of their employees undertaking inspections and place them in a posi-
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lion of being accused of spying. Now are these legitimate problems 
and has the Department looked into these assertions?

Mr. DOWNRY. These assertions, or many of them, were contained in 
a letter to you and to Mr. Bingham from the president of the Com 
puter and Business Equipment Manufacturers Association, CBEMA, 
as we call it. In my prepared statement in response to your requests, 
we have what amounts to a response to Mr. McCloskey's letter.

In summary, I would note that his letter focused exclusively on the 
impact on the export of computers. I think it is first important to 
note that mos'r computers are exported without any of the safeguards 
that he is talking about.

Onsite residency and monitoring are required only in a handful of 
cases involving the most powerful computers that we have ever ex 
ported to Communist destinations. We believe that the best assurance 
that we can have against an unacceptable risk of diversion of this 
highly sophisticated machinery is the actual onsite presence of a west 
ern representative.

Random access, random visits, we feel, are not adequate, in part 
because in these countries there can be no such thing as a random 
visit. You have to apply for a visa and the State can regulate your 
entry. So what would otherwise be desirable as an occasional or spot 
random visit really could not happen in the real world. We had a 
subcommittee of our technical advisory committees review this exact 
point. In May 1974, they prepared a report. This is a committee that 
is composed primarily of the business community^ but also has some 
Government representatives.

That group provided us with our basic advice and agreed that we 
should have these sorts of safeguards. There was disagreement within 
the group, however, on the level of the sophistication of a particular 
computer at which the safeguards ought to be applicable. The prob 
lems of personal safety of company representatives and the potential 
for spying charges were also addressed by this technica. advisory 
group.

It was on the basis of the advice we received from the subcommit 
tee that we established the U.S. position which has now become the 
position adopted by the Multilateral Export Control Organization, 
COCOM. Therefore, i think that these charges are not supportable.

Without question it is an onerous burden on the companies. It is a 
costly burden. They have to add extra dollars on the cost of their 
product. But to do away with it would leave us no alternative but 
to deny the export. So far, at least, the companies have been quite 
prepared to accept this unpleasant burden in order to have their 
product exported.

Mr. ZABLOCKI. I would like to ask a further question. Sec*ion 106 
of the Senate bill 3084 on export "ontrols would give an applicant 
a chance to review the documentation submitted to COCOM pursuant 
to a COCOM exception for the exportation of a particular item.

Is this a useful proposal, Mr. Downey ?
Mr. DOWNEY. I do not think it is useful for two reasons. One, there 

may be classified information in the documentation that we would sub 
mit to COCOM which we ought not reveal to the exporter. Second, 
it could delay the process of obtaining COCOM concurrence. I thiik
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what is useful, and what we try to do, is to review with the exporter 
his description of the technical parameters of his machine.

It would be folly for us to deal with it on our own or to request an 
exception from the international program without a full understand 
ing of what the machine does. We can only get that information from 
the exporter. Perhaps we don't do that enough.

I don't think that kind of requirement would be too difficult to deal 
with because it would not involve classified information. We would get 
the information in a letter exchange with the applicant.

But we certainly should check with the applicant to make sure we 
are describing his product accurately and describing what his product 
can and cannot do accurately.

Mr. ZABLOCKI. Thank you, sir. Are there any further questions of 
Mr. Dowiiey ? If not, thank you, Mr. Downey.

We again apologize for the delays.
Mr. DOWNEY. Thank you, sir.
Mr. ZABUX-KI. Our next witness today is Hon. James J. Florio of 

New Jersey who will testify on his proposal to ban the shipment of 
horses from this country for the purpose of slaughter.

We want to pologize to you, Mr. Florio, for the delays. We ap 
preciate your patience in coming back to testify.

STATEMENT OF HON. JAMES J. FLORIO, A REPRESENTATIVE FROM 
THE STATE OF NEW JERSEY

Mr. FLORIO. Thank you, Mr. Chairman, and members of the com 
mittee. I thank you for the opportunity to speak before you on this 
somewhat hectic day. My remarks are brief because I think the prop 
osition I am espousing is one that most people are familiar with and 
I think it stands on its own merits.

I believe the time has come to ban the exportation of slaughter horses 
to other countries. After careful studies were made by the U.S. Depart 
ment of Agriculture, the National Horseman's Association, and the 
U.S. Humane Society as to the condition of these horses upon arriving 
at their destination, it has been shown that there is a consistently high 
incidence of leg weary, emaciated and severely injured horses.

I would like to cite just one example related to me by a member of 
the International League for the Protection of Horses. An ILPH 
inspector witnessed a prostrate horse unloaded from a ship which had 
been at sea for several days. The horse was suffering from a serious 
spinal injury. Because a French veterinary surgeon certified the horse 
as being fit for human consumption it was hoisted onto a vehicle and 
driven about 100 miles to a Calais slaughterhouse.

Immediate slaughter of the horse on the dockside was warranted to 
alleviate the animal's suffering, but to have done so, in view of the 
horse dealers would have decreased the value of the carcass. This 
incident is one of many and highlights a trade for which there is no 
reasonable justification. One question which we must ask ourselves is 
whether the. United States is prepared to accept this abuse of its 
native livestock, or take measures comparable to the Canadian restric 
tion of export of slaughter horses.



552

I see no reason why we cannot encourage the slaughter of horses for 
human consumption to be done in this country and then have the meat 
shipped abroad.

Parenthetically, I should say New Jersey stands second only to 
Connecticut in the industry of slaughtering horses for consumption 
overseas. It seems to me not only would this buggestion I make be 
humane but it would also increase the business of American slaughter 
houses, a not unimportant consideration at this time in regard to the 
unemployment situation.

Therefore, I urge your consideration of this concept and I urge you 
to amend the Export Administration Act of 1969 during your markup 
session to prohibit the exportation of horses intended for slaughter.

In conclusion, I myself and Mrs. Meyner. a member of the commit 
tee, have introduced legislation to this end. We stand ready to prepare 
an amendment for the consideration of committee at the time of mark 
up to effectuate what we are talking about in the event the committee 
sees fit to adopt our suggestion.

I thank the committee for the opportunity to make this statement.
Mr. ZABLOCKI. I thank my colleague for his testimony. It is my 

understanding that the bill was introduced yesterday and was referred 
to this committee.

Mr. FLORIO. That is correct, Mr. Chairman.
Mr. ZABLOCKI. I am snre that, knowing Chairman Morgan, there 

will be full consideration given to the gentlemen's proposal.
Mr. FLORIO. I appreciate that.
Mr. ZABLOCKT. Mrs. Meyner is a member of this committee. There 

was some question of jurisdiction but since it has been referred to this 
committee I am sure it will be given full consideration.

Mr. Bingham.
Mr. BINOHAM. Mr. Chairman, I would like to thank our colleague 

for his testimony.
EXPORTS

I am curious to know what the situation is with regard to cattle 
exports?

Mr. FLORIO. As of now there are no restrictions, of course, on cattle 
exports. Apparently what has been happening is that the overseas 
slaughtering is not that prevalent. Apparently in the horse consump 
tion area there is a substantial overseas market for slaughtering opera 
tions. The information that has been conveyed to me is that the 
slaughterhouses overseas do not have the safety provisions, the health 
provisions, and, therefore, it costs much less to slaughter overseas, 
to say nothing about comparable wages which I assume are not 
comparable.

So there is a market overseas and when the whole process is priced 
out, the conditions in the ships that are being used to transport horses 
overseas, it Icuves much to be desired. One of the suggestions that has 
been raised with me is that what, perhaps the Department of * ^cul 
ture should be doing is upgrading the quality of the facilities that are 
being used.

Thev have talked about it for quite a while and nothing has been 
done. I would be happy to see the committee act in the way I am talk-
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ing about with the proviso that there be some directive to the Depart 
ment of Agriculture to upgrade facilities for shippir j overseas.

Until that is done the ban would prevail. This is, in fact, what 
Canada has done. Canada has put a ban on overseas exports. It is my 
understanding the comparable agency to the Department of Agricul 
ture is in the process of coming to grips with the problem by increasing 
the humane nature of the facility or the health nature of the facility 
for shipping overseas.

At that time the Canadian Government would reconsider lifting the 
ban.

COST OF SHIPMENT

Mr. ZABLOCKI. It seems hard to believe that it is cheaper to export 
the live animal with all that that entails in the way of care and feed 
ing and so on, or should entail, than it would be to export the product 
after processing.

Mr. FLORIO. You put your finger on the point that is, the care that 
it should entail or the feeding that it should entail. Many of the in 
spectors have indicated that the cargo ships plan to take 5 days. In 
fact, they take 7 days. The food which is put on, which is minimal at 
best, is unsafe.

There are no individual stalls for horses. The horses allegedly are 
lust put into large compartments. So that the combination of the 
humane treatment that is costing less, as well as our concern over just 
inhumane treatment of animals in general, seems to me should moti 
vate toward taking some action.

Mr. ZABLOCKI. How much of a business is that?
Mr. FLORIO. This is apparently a fairly large business and it fluctu 

ates with the cost of the market product, that is, the horses' flesh, but 
it is a fairly large business. As you probably know, there are nations 
in the world that do rely on horserncat as n staple part of their diet- 

Mr. ZABLOCKI. Thank you. 
, Mr. FLORIO. Thank vou, Mr. Chairman.

Mr. ZABLOCKI. Are there further questions.
Mr. WIIALEN. I think our colleague has answered my question. These 

are horses that v.vmld be disposed of ?
Mr. FLORIO. That is correct.

TREATMENT DURING SHIPMENT

Mr. WHALKN. And your concern is the treatment accorded them on 
the wav to the market overseas?

Mr. FLORIO. Yes, sir, as I indicated, the secondary consideration 
might be the opportunity to provide employment at home. If they are 
going to be slaughtered for human consumption they may as well be 
slaughtered here. But the primary concern is humane.

Mr. ZABLOCKI. Are these horses transported in U.S. boats or is it 
other nation's ships. If they were in U.S. boats they would be under the 
humane rules and regulations of our country.

Mr. FLORIO. Apparently the Department of Agriculture has not 
done everything it is supposed to do with regard to specifying what 
the regulations should be with regard to horses. There seems to be some

74-772 0-76-36
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difference between those rules and regulations which may exist for 
other types of livestock such as cattle.

Mr. ZABLOCKI. I certainly want to commend the gentleman for his 
concern and thank him for bringing the issue before the committee. 
We certainly will give consideration to this proposal.

Mr. FLORIO. Thank you very much.
Mr. ZABLOCKI. If there are no further questions the committee 

stands adjourned subject to the call of the Chair.
[Whereupon, at 12:55 p.m. the committee adjourned, to reconvene 

subject to the call of the Chair.]



EXTENSION OF THE EXPORT ADMINISTRATION ACT OF
1969

TUESDAY, AUGUST 84, 1976

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:20 a.m., in room 2172, Rayburn House 

Office Building, Hon. Thomas E. Morgan (chairman of the committee) 
presiding.

Chairman MORGAN. The committee will please come to order.
The committee is meeting today for the eighth day of hearings on 

the extension of the Export Administration Act.
At the urging of the Subcommittee on International Security and 

Scientific Affairs, which has done considerable work in the area of 
nuclear issues, the full committee has already had 1 day of hearings 
on the role of export controls in limiting the spread of nuclear tecn- 
nology.

Because neither the subcommittee nor the full committee has heard 
from the Department of Defense on this issue, we scheduled today's 
hearing with Mr. Donald R. Cotter, Assistant to the Secretary of 
Defense for Atomic Energy. Because of the impact this subject has 
on U.S. foreign policy, the Department of State also requested to be 
allowed to appear before the committee. Mr. Myron Kratzer, Deputy 
Assistant Secretary of State for Nuclear Energy and Energy Tech 
nology Affairs, is also at the witness table and is prepared to answer 
any questions.

The committee has also been contacted by the Energy and Research 
Development Agency ' and tho Nuclear Regulatory Agency and we 
expect to receive comments for the record from these agencies.

Mr. Cotter, you have a prepared statement, and you may proceed.
STATEMENT OP DONALD B. COTTER, ASSISTANT TO THE SECRETARY 

OF DEFENSE (ATOMIC ENERGY)
Mr. COTTER. Thank you, Mr. Chairman.
It is a pleasure to have the opportunity to appear before this dis 

tinguished committee and present some view of the Department of 
Defense on proliferation.

My brief introductory remarks will emphasize defense-related 
issues associated with nuclear weapons and their proliferation. I can 
then respond to any questions.

1 See appendix 19.
(555)
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THE NUCLEAR POWERS

The following attempts to put international nr.clear capabilities into 
a historical perspective:

Since 1945, six nations have acquired and demonstrated nuclear ex 
plosive capabilities. Two, the Soviet Union and the United States, have 
since the late lS40's acquired awesome military nuclear forces which 
are still undergoing further development and modernization.

Two others, the United Kingdom and France, have since the early 
1950?s acquired significant nuclear forces ami continue modest mod 
ernization of their capabilities.

The People's Republic of China has pursued a significant weapons 
program since 1964. Its force development in terms of long-range de 
livery capabilities has progressed at a slower pace than originally 
anticipated.

The last known nuclear nation, India, exploded a nuclear device of 
about 10-15 kilotons in May 1074. It was characterized by the Indian 
Government as a peaceful nuclear explosive. Since that time, no known 
military applications program has been observed in India. It is the 
Defense Department's view that this device could be either a peaceful 
nuclear explosive or a forerunner of a weapon.

One conclusion to be drawn of this short 31-year history is that mili 
tary nuclear proliferation has boon much slower than predicted in the 
early nuclear days. A second is that a number of hicrh technology coun 
tries have not pursued n nuclear explosive capability although they 
could have.

The reasons for this wise restraint may be of value to other nations 
contemplating development of nuclear explosives or weapons. It is a 
long, expensive, and continuing task to achieve and keep a meaningful 
strategic, nuclear power status. For our allies and friends around the, 
world, it is also unnecessary, given the U.S. nuclear guarantee and 
mutual defense commitments.

INTRKASED AVAILABILITY OF FLtTTONTUM

But now we have a more, serious proliferation potential. This is the 
prospect that the most, inhibiting factor in developing nuclear weap 
ons—the heretofore limited availability of plutonium, or highly 
enriched uranium—may be lost. This could be the result of world ex 
pansion in numbers of nuclear power reactors and. to some extent, re 
search reactors, and possible spread of nuclear fuels and reprocessing 
facilities.

Thus, there is a potential for great increase in the numbers of coun 
tries which might opt for a nuclear weapons capability, primitive 
though it may be, as a result of easier access to plutonium or highly 
enriched uranium.

U.S. NATIONAL SECURITY

What is the Department of Defense interest m proliferation? 
Deputy Secretary of Defense Robert Ellsworth. then Assistant Secre 
tary for International Security Affairs, testified before the Senate 
Foreign Relations Committee in October 1975. He said, in part:
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* • • The sobering prospect of a further proliferated world is of great concent 

to the Department of Defense which is charged with the responsibility of ensur 
ing our national security. The Impact on United States security depends upon 
both where and when nuclear proliferation occurs * • *.

* • • Furthermore, providing deterrence against an increased number of 
nuclear equipped adversaries would require larger Defense expenditures than 
nre required today * • *.

Another aspect * * * is the increased threat of nuclear terrorism or out 
lawry. • * * for terrorists and other outlaw groups to obtain access to nuclear 
weapons or to the materials required to build them.

The Non-Proliferation Treaty was reviewed in Geneva in May 1975. 
Although almost 100 States are parties, the treaty still is not adhered 
to by three nuclear states (China, France, India), and several high- 
technology states (Israel, Switzerland, Spain, Argentina, Brazil, 
South Africa).

CONTROLLING NUCLEAR PROLIFERATION

The Defense Department notes with concern that policy analyses 
conclude that proliferation cannot be halted, but may only be impeded. 
We must look carefully at what can be done in the near and far term 
to make this conclusion more hopeful for control of proliferation.

To aid in controlling proliferation, the Defense Department strongly 
supports:

Strengthening and supporting the Non-Proliferation Treaty;
Reducing the possibility of nuclear material or weapons diversion 

by terrorist groups;
Achieving agreement on export safeguards between major nuclear 

supplier countries; and ...
Inhibiting acquisition of national reprocessing facilities.
I might mention at this point, Mr. Chairman, that the administra 

tion has a high level study under Mr. Robert Fri, Deputy Adminis 
trator of ERDA, on nonproliferation, and the Defense Department is 
participating in this, also.

NUCLEAR SAFEGUARDS

Defense has taken some actions to mitigate some of these problems 
and is participating in the U.S. interagency areas dealing with safe 
guards and export controls. Some specifics are:

Diversion of nuclear material or weapons by terrorist groups has 
been of prime concern to both ERDA and the Department of Defense. 
Security procedures, protective measures, and weapon design features 
to deal with this possibility are in larpe part classified. The details 
have been provided to the Congress through classified channels to the 
Joint Committee on Atomic Energy, which, by law, is the committee 
that we deal with.

After consultation with some other nuclear exporting countries, the 
U.S. Government has decided that there should be:

No use of export material for weapons or PNE's;
IAEA safeguards on exported and re-exported materials and tech 

nology ;
Special constraints on enrichment, reprocessing and weapons-usable 

nuclear materials, adequate physical security requirements for trans 
ferred items; and
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Special controls on exports to sensitive regions. 
These guidelines may help deter proliferation by removing, to some 

extent, commercial competition as a proliferation factor.

REPROCESSING NUCLEAR FUEL

Reprocessing is a key element.
The ultimate control of proliferation lies in the control of special 

nuclear materials—plutonium and highly enriched uranium. In addi 
tion to export practices, the reprocessing of material is a key element.

A country that possesses the capability for reprocessing spent fuel 
from power reactors also posseses a latent capability to use plutonium 
byproduct in nuclear weapons. A country that has a reprocessing capa 
bility and the technical expertise to develop and manufacture the 
required associated components could develop the nonnuclear com 
ponents of nuclear \v~apons to an advanced state; final assembly to 
include the special nuclear materials could be accomplished in a snort 
time—days to weeks.

Thus, the key element is the control of reprocessing facilities, with 
their inevitable byproduct of readily separable plutonium. The De 
partment of Defense supports efforts to establish strong controls to 
inhibit national reprocessing facilities, and must also have appropriate 
controls on highly enriched uranium.

DISINCENTIVES TO PROLIFERATION

How can the United States, through the Defense Department, pro 
vide greater disincentives to nuclear weapons proliferation?

Mutual defense arrangements with our friends and allies around the 
world provide the basis for United States forward deployed conven 
tional and nuclear defensive forces to act as a deterrent to aggression. 
In particular, the TT.S. nuclear umbrella in NATO and the Western 
Pacific obviates the necessity for high technology nonnuclear States 
to resort to independent nuclear forces.

Should the United States withdraw nuclear weapons or conventional 
forces from overseas locations, or otherwise break our afirreempnts, 
some of those allied nations might seek a capability to acquire nuclear 
weapons. Even today, it is conceivable that some Western-alined 
nations have, undertaken such precautions, as a result of a perceived 
wavering United States resolve to uphold its commitments.

Therefore, the Department of Defense underscores the importance 
that nuclear capable forces of the United States and its allies make to 
national defense, to world stability, and to nonproliferation of nuclear 
weapons.

Those who advocate that the United States withdraw nuclear weap 
ons from overseas should consider the possible consenuences on increas 
ing nuclear proliferation incentives of some of these nations. The 
spread to allied and otherwise alined countries of the capability to 
build and deliver nuclear weapons can only reduce the possibility for 
meaningful international arms control agreements.

We believe that a maior Department of Defense role is in assisting 
nonproiifcration by influencing security perceptions of nonnuclear 
friends and allies. This would inhibit nuclear weapons proliferation
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primarily through constraining nations from developing an inidige- 
nous nuclear explosive capability. A nation that has the capability to 
produce nuclear weapons may be dissuaded from that act by perceiv 
ing that its own security is not in jeopardy.

POSSIBLE SAFEGUARD STEPS

As I said earlier, history shows that even after a nation achieves the 
capability to detonate nuclear devices it takes » long time to achieve a 
true military capability. However, there is enormous opportunity for 
mischief and disaster if even primitive nuclear explosives capability 
falls into certain hands. We must avoid that by meaningful safeguards 
over special nucl ar materials.

We must also use what time we have to seek longer term solutions. 
Some may be available through technology of alternative fuel cycles 
and designs of reactors to minimize diversion possibilities. Other ini 
tiatives would include:

Improving our "watch" capability for troublesome countries or areas 
to give more warning time;

Being prepared to satisfy the needs of underdeveloped countries de 
siring peaceful nuclear explosives services as guaranteed in the Non- 
Proliferation Treaty; and

Better protection of information which, if disclosed, would have an 
adverse effect on U.S. nonnroliferation gc&io.

Mr. Chairman, that is the end of my prepared statement.
Chairman MORGAN. Thank you, 'Mr. Cotter.

CONTROLS LIMITING REPROCESSING

Mr. Cotter, on page 5 of your statement, you say, and I quote:
The Department of Defence supports efforts to establish strong controls to 

Inhibit national reprocessing facilities.
You do not suggest how such controls might be structured. You 

merely say that the U.S. umbrella, by inference other nations' security 
perceptions, may dissuade them from seeking a reprocessing capa 
bility.

Do you have any suggestions as to what controls might be feasible ?
Mr. COTTER. No, sir; I don't have any detailed notion of how that 

could be accomplished. I certainly believe that it is in the U.S. best 
interest to not allow the availability of separable plutonium in 
other national facilities.

"WATCH" CAPABILITY

Chairman MORGAN. Mr. Cotter, you mentioned one initiative the 
United States could take would be to improve our "watch" capability 
for troublesome countries.

What do you mean by "watch" capability ?
Mr. COTTER. That merelv means—and I might add that the intelli 

gence community has in the last year put together a nuclear watch 
team—a proliferation watch team, to look at developments that might 
be undertaken by others.
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Chairman MORGAN. Just surveillance and no other activities 1.?
Mr. COTTER. That is right, surveillance and keeping track of the 

kinds of people who have been trained, educated, a large number of 
them in this country, that could provide the technical basis for a 
weapons design team, for example.

COUNTRIES WITH REPROCESSING CAPABILITY

Chairman MORGAN. Mr. Cotter, how many countries now have re 
processing capability ? 

Mr. COTTER. I am sorry, sir; I don't know. 
Perhaps Mr. Kratzer could answer that question. 
Chairman MORGAN. Mr. Kratzer, can you answer that question ?

STATEMENT OF MYRON KKATZER, DEPUTY ASSISTANT SECRETARY 
OF STATE FOE NUCLEAR ENERGY AND ENERGY TECHNOLOGY 
AFFAIRS

Mr. KRATZEF. Thank you, Mr. Chairman.
May I say, since this is the first occasion of my speaking here, that I 

very much appreciate your willingness to allow me to appear here 
today on very short notice.

Mr. Chairman, at the present time there are no commercial large- 
scale reprocessing facilities in full operation in any country, that we 
are aware of.

Our own facility, as I think you may know, is nearing completion 
but is not yet in operation. A similar facility in the United Kingdom 
which has operated in the past is not back in operation after extensive 
modernization and expansion. A similar facility in France is in about 
the same status.

There are sove, .1 pilot-scale reprocessing operations in the world 
handling commercial fuels.

I am omitting from my response the reprocessing facilities that are 
devoted to the se aration of materials for defense purposes. There are 
pilot-scale reprocessing facilities in France, in Germany, in India, for 
example. There are what I would call sub-pilot-scale facilities, largely 
devoted to handling research reactor fuels in several additional coun 
tries.

For example, Argentina has had one in operation. Italy has had 
one in operation. Not all of these are operating at the present time.

All told, in varying degrees of capacity, and most of these are quite 
small facilities. I think there are probably six or eight countries that 
have some reprocessing capability.

LIMITING REPROCESSING

Chairman MORGAN. Mr. Kratzer, is the Department of State trying 
to limit other nations in gaining the reprocessing capability?
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Mr. KRATZER. Mr. Chairman, our policy for some time has been to 
try to limit the spread of reprocessing capability under national con 
trol. Toward that end, we have had consultations with other nuclear 
supplier countries, as well as with various recipient countries that we 
have had negotiations with.

Let me give you some concrete examples of the steps that are beirg 
taken in this direction.

We have recently completed negotiation of nuclear cooperation 
agreements with Israel and Egypt. Those agreements are still under 
final review within the executive branch, and I am not certain when 
they will be submitted to the Congress, but I can say that those agree 
ments completely prohibit the reprocessing of the material we would 
supply in cither of the two countries. In other words, any reprocessing 
is subject to our control. There is an understanding that reprocessing 
would take place outside of the countries in question.

We have other negotiations in progress in which we are undertaking 
to develop arrangements which would make it possible for any reproc 
essing to occur under conditions that we think are optimum from the 
nonproliferation standpoint, either in facilities under multinational 
auspices or in third countries which we can mutually agree on: provi 
sions of that nature.

So, there is that policy.
We are. taking concrete steps to implement it to try to deter the 

spread of reprocessing facilities under national control.
Chairman MOIUIAN. Thank you, Mr. Kratzor.
Mr. Broomfield.
Mr. BROOMFIELD. Thank you, Mr. Chairman.

IMPAf/TOF U.S. POLICY ON NUCLEAR PROLIFEKATIOX

Mr. Cotter, on page 5 and page 6 of your statement, you make the 
following comment:

Even today, it is conceivable that, some western-aligned nations have under 
taken such precautions, as a result of a i>erceiml wavering United States resolve 
to uphold its worldwide commitments.

Do you have any firm evidence to this eft'ect?
Mr. COTTER. No. sir; this is a conjecture on our part.

PEACEFUL NUCLEAR EXPLO8IOX

Mr. BROOMFIELD. What is the difference between a peaceful nuclear 
explosion and I guess a nonpeficeful one* How do you classify those? 
What is the difference ?

Mr. COTTER. I think it is very difficult to make a distinction. They 
are both nuclear explosives.

There are certain characteristics that one would desire in a PNE, 
so-called, where you might be using it for excavation purposes, for 
example.

Our nuclear laboratories have designed explosives that are cleaner. 
for example, than the normal kinds of devices that are used in weap 
ons. But, basically, I think it is very hard to toll the difference. The 
technology is basically the same. It is just too difficult to tell the 
difference.
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1974 NUCLEAR EXPLOSION BY INDIA

Mr. BROOMFIELD. India, you have indicated on page 1 of your state 
ment, undertook in May 1974 a peaceful nuclear explosion.

How did India develop that capacity ? Was that through reprocess 
ing plants that were sold to it by other countries or another country ?

Mr. COTTER. I am afraid I do not have the precise information, un 
classified information, on that.

Mr. BROOMFIELD. Mr. Kratzer, could you answer that ?
Mr. KRATZER. Yes, sir. India obtained, in the late 1950's, a research 

r*»r.ctor from Canada, a reactor which, although quite useful for re 
search, and used actively for research, has a significant capacity for 
the production of plutonium. This is a natural uranium research re 
actor, unlike the enriched uranium research reactors which we have 
provided and which have little or no plutonium production capability.

I might add, as has been pointed out on a number of occasions, that 
heavy water employed in that research reactor was supplied by the 
United States. Both the ingredients, the reactor, itself, and the heavy 
water, were supplied under agreements which specified that they 
were to be used only for peaceful uses but those agreements were 
entered into at a very early stage of our nuclear cooperation programs. 
They did not follow the policy that we have followed uniformly since 
that time of requiring safeguards; in other words, inspections and 
other mechanisms designed to account for the material which the re 
actor produced.

Some time, and, of course, it is difficult to say just when this oc 
curred, in the latter part of the 1960's, apparently a decision was 
reached by India to pursue this course of action. They had plutonium 
from this reactor which was then reprocessed, separated, in a reproc 
essing plant, a small one, one of the plants I referred to in response 
to an earlier question, which was built largely with their own efforts. 
There was a very small input of outside technical advice.

For all practical purposes that plant was built with their owi ef 
forts, using unclassified technology in the public domain. They sepa 
rated the plutonium and, in 1974, with the results that we are all 
aware of, exploded a nuclear device.

The Indian contention at the time and since that time has been, of 
course, that it is a peaceful nuclear explosive.

They have not conducted any further nuclear explosions which, I 
think, is a very desirable restraint on their part.

Clearly, there is a difficult question involved in that course of action 
on their part. The agreement under which these materials were ob 
tained specified they should be used only for peaceful uses. India be 
lieves it has complied with those undertakings but, of course, we cannot 
distinguish between a nuclear explosion supposedly devoted to peace 
ful purposes from one that could be used for military purposes, and 
that is the source of our difficulty.

Mr. BROOMFIELD. Thank y u, Mr, Chairman.
Chairman MORGAN. Mr. Zablocki.
Mr. ZABLOCKI. Thank you, Mr. Chairman.
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CONTROrXINO NUCLEAR MATERIAL. EXPORTS

Mr. Cotter, from the statement you have given there is no question 
hi my mind that the Department has stayed clearly knowledgeable of 
the existing danger. Particularly on page 2 you spell out the most 
serious proliferation potential.

On page 3 you list a n .mber of policies that the Defense Depart 
ment strongly supports. I note, however, that you do not include a 
policy which would regulate the export of nuclear material.

If you realize the great danger of nuclear proliferation, don't you 
think it is necessary to support the regulation of the export of nuclear 
material ?

Mr. COTTER. Yes, sir, I thought I referred to that, but I guess 
I didn't.

Mr. ZABLOCKI. If you did, it didnt impress me because I don't 
remember it.

M JOTTER. Yes.

DOD SUPPORT FOR ZABLOCKI AMENDMENT

Mr. ZABLOCKI. If you agree that there is a need to give full con 
sideration to such a policy, would you care to comment on the amend 
ment that is bein^f proposed to provide for such a policy in the Ex 
port Administration Act?

Mr. COTTER. Is this the so-called Findley amendment?
Mr. ZABLOCKI. The Zablocki-Findley, or Findley-Zablocki if he asks 

the question.
Mr. COTTER. I can see I really fell into it there. Is this the amend 

ment that Mr. Fortier showed me—yes; I think it is a positive step.
Mr. ZABLOCKI. You would not oppose such an amendment?
Mr. COTTER. Kb.
Mr. ZABLOCKI. Thank you very much. Do you want to qualify your 

support?
Mr. COTTER. No; I would merely say I haven't really studied all 

the vrrious amendments in the bills that are around.
Mr. ZABLOCKI. This is the amendment.
Mr. COTTER. This is the amendment ?
Mr. ZABLOCKI. That is the one that has the highest priority of study.
Mr. COTTER. I have not been able to keep up with them; there are 

so many that keep coming up.
One thing does strike me in the review processes; it may be over 

looked or underemphasized; there is a process I believe would be 
desirable. Perhaps the President should certify the national secu 
rity aspects of the proposed action to the Congress. I refer you to 
section 144 of the Atomic Energy Act wherein on weapon matters, for 
example, 144(b), the ERDA and the Department of Defense jointly 
review and make the recommendation that the proposed action is in 
the national security interests of the United States and would not 
prejudice the national security.

The President then informs the Congress, through the joint com 
mittee, in the case of weapon matters, that the action is in our best 
interest.
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It struck me in looking through this amendment that such a review, 
say by the National Security Council process, would be very helpful 
in strengthening our position, and that is the only comment I would 
make on that.

Mr. ZABIXTCKI. That is a very helpful suggestion.
Mr. Chairman, at this time I presume I do have the support 

for the amendment of the Defense Department.

POSITION OF THE DEPARTMENT OF STATE ON THE ZABLOCKI-FINDLET
AMENDMENT

Could the representative of the State Department, Mr. Kratzer, 
comment on the proposed amendment ?

Mr. KRATZER. May 1 do so, Mr. Chairman ? ,
Mr. Chairman, I have made the point that we do share the same 

objectives in the regulation of nuclear energy.
In specific response to Mr. Zablocki's question, I think the control 

of exports, the regulation of exports, is clearly one of the important 
tools that we have at our disposal to achieve our nonproliferation 
obiectives.

Now, the manner in which we use that tool, I think, is extremely 
important. I think that it is possible to use it in a way which can either 
advance our nonproliferation objectives, or, in some cases, actually 
defeat them. We nave agreements for cooperation. These agreements 
were entered into in most cases for very long terms. They were 
reviewed by congressional procedures in offect at the time that they 
were entered into.

The purpose of those agreements, by and large, is to provide our 
partners, the countries with whom we cooperate in the nuclear field, 
with strong assurances that we will meet their peaceful nuclear 
requirements for materials and for equipment as long as they fully 
comply with the agreement.

Now, I think and believe that it is very important to the achieve 
ment of our iionproliferation objectives that we do what we are 
expected to do; in other words, that we fulfill our commitments under 
these agreements. In some cases, those agreements do not contain all 
of the policies that we are now pursuing, at least in the same degree 
of intensity that we now feel might be desirable.

I think that it is important in regulating our exports under these 
agreements that we fulfill our commitments, that we not depart from 
them and give the other party, not only the other party to the agree 
ment, but all other countries who are relying upon us for nuclear 
materials and equipment, reason to doubt the reliability of our com 
mitments. Because, if we do that, then we will encourage them to 
develop their own sources of supply, to look elsewhere for sources 
which may not have nonproliferation policies as strict as our own.

I arn sorry for * u at lengthy interruption but the point is that many 
of the objectives included in ihe amendment which you have intro 
duced are ones that we completely share.

We do have a concern that there is a sort of unilateral approach to 
the imposition of these controls which would, in some cases, cause us 
to fail to fill commitments rhich we have made. I believe that that 
would set back rather than advance our nonproliferation objectives.
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In addition to that, I believe that the amendment in its present form 

does not take into account that we realistically have to take account 
of the policies of other suppliers. We can do only so much on our own. 
We have to be able to persuade other suppliers to follow similar 
policies or we will simply lose our influence in advancing the non- 
proliferation objectives which we all share.

Mr. ZABLOCKI. But you did state that you have had conversations, 
you have had negotiations with other suppliers.

Mr. KRATZER. We are doing that and we have moved in the direction 
that I think we all want to move in, a greater restraint in the supply 
of reprocessing facilities and a greater restraint in the performance 
of reprocessing on a national basis, but there is not a complete uni 
formity of policies in this area yet on the part of suppliers.

Mr. ZABLOCKI. I don't think there-Ms yet uniformity of agreement 
within our own branches of Government.

I will ask you this question, Mr. Kratzer:

TT.8. GOVERNMENT COORDINATION

Do you believe tuere is enough coordination between the various 
departments and agencies of our Government in devising an intelligent 
and effective nuclear export policy ?

In our hearings, I have detected different views and policies between 
our agencies and departments.

Mr. KiJArzER. Mr. Chairman, I believe there is a groat deal of co 
ordination. That does not mean'that ther? is always a unanimity of 
views, but I think the differences in our views and objectives are 
minimal.

Mr. Cotter mentioned in his testimony that at this very time there 
is a White House task force under the chairmanship of Mr Fri, of 
ERDA.

Mr. ZABLOCKI. When do you expect to have the task force report ?
Mr. KRATZER. The target is early September.
Mr. ZABLOCKI. Of this year ?
Mr. KRATZER. Yes, sir.
Mr. ZABLOCKI. We will look forward to it.
I have 30 seconds left. I think I will yield to Mr. Findley because 

I think he has a question.
Mr. FINDLEY. Thank you.

INTERFERENCE WITH EXISTING AGREEMENTS

Mr. Kratzer, the amendment which has been discussed here was very 
carefully drafted so as not to interfere with any existing agreements.

Now, you have raised a question as to whether it might put a cloud 
over our willingness to fulfill commitments, and I would like to have 
you be very specific about what part of the amendment would cause 
you that concern.

Mr KRATZER. Thank you very much, Mr. Findley.
I did receive this morning a slightly modified text.
My own review has been based on another text,
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I will try as I go along in answering your question to make sure 
that the two are equivalent in the areas that I am concerned about 

One of these is paragraph 2 of the earlier text which states:
No license may be issued for the export of any nuclear reactor pursuant to 

agreement for cooperation unless the Secretary of State certifies that the recipient 
country has agreed that the provisions of the agreement concerning the process- 
Ing of special nuclear material received from the United States shall apply 
equally to all special nuclear material regardless of origin.

Now, I would say the majority of our earlier agreements do make a 
distinction insofar as reprocessing provisions are concerned between 
material which we supplied and material of other than U.S. origin, 
irradiated in the same reactor. That means that if we were to follow 
this provision, and I haven't had an opportunity to determine whether 
it still appears in your latest draft, we would be required. I think in 
a number of cases, not to meet our commitment.

Mr. FINDLEY. Mr. Chairman, I know I am imposing on someone 
else's time.

We can pursue this further.
It is very clear that the language before you is not the language that 

will be submitted to the committee. The language says:
"No agreement for cooperation may be entered into with any foreign 

country," and that has to be read as, "No new agreement."
Chairman MORGAN. The time of the gentleman has expired.
Mr. WINN. Thank you, Mr. Chairman.

AVAILABILITY OP PLUTONIUM

Mr. Kratzer, I have one question for you and one for Mr. Cotter.
Whether or not a country reprocesses its spent fuel on its own soil 

or in another country, does not reprocessing permit a country to have 
on hand reprocessing fuel which gives ready aorpss to plutonium? In 
fact, one reactor load of reprocessed fuel in a 1,000-megawatt reactor 
may have as much as 50 bombs' worth of plutonium.

Is that not true ?
Mr. KRATZER. Is this question directed to me ?
Mr. WINN. Yes; I think so.
Mr. KRATZER. Yes, sir; the amount of plutonium contained in even 

a single charge of a large power reactor is quite substantial. I think 
the figure which you have is very close to the precise one.

The possession of reprocessing by a given country is one of the steps 
which can lead to the accumulation of plutonium in large quantities. 
It is not the entire story. We are concerned not only about reprocessing 
but about all of the steps, the storage of any separated material, its 
subsequent use, fabrication, and recycling which are generally referred 
to as the back end of the fuel cycle.

Reprocessing- alone, of course, as you say, does lead to the separation 
of plutonium.

There are studies going on to determine whether in those cases 
where reprocessing does take place, and it may not be possible for us 
always to avoid or deter it in every country, whether it would be 
possible to have that plutonium promptly delivered to an international 
storage site operated by the International Atomic Energy Agency.
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In other words, there are possible means for avoiding the stockpiling 
of plutonium which can either supplement the avoidance or consider 
ably improve upon the situation in certain instances where it takes 
place, notwithstanding our efforts.

NATO STRATEGIC NUCLEAR FORCES

Mr. WINN. Mr. Cotter, if our NATO allies were to invest more 
money in strategic nuclear forces of their own, what would be the im 
pact on the European force posture and upon NATO conventional 
force re forms?

Mr. COTTER. I think it is clear that every one of us has a money prob 
lem, our allies included, and the diversion of money to nuclear capa 
bilities—in NATO, for example, the agreement is that the United 
States and the United Kingdom would supply the nuclear forces—any 
diversion of that would impact adversely on one of our major goals 
which is to improve the conventional posture of NATO.

NUCLEAR THEFT OR PROLIFERATION THE REAL PROBLEM

Mr. WINN. A last question.
Do you think, Mr. Cotter, that we have paid too much attention to 

the problem of the theft of nuclear material by terrorists and not 
enough to the threat of a growing accumulation of dangerous weap 
ons grade material like plutonium oy the sovereign states, themselves?

Mr. COTTER. I am sorry; I missed the very last point.
Mr. WINN. The threat of the growing accumulation of dangerous 

weapons grade material like plutonium by the sovereign states, them 
selves.

Mr. COTTER. Let me break that down.
Do we pay too much attention to the terrorist threat?
I think the answer is no.
That is a very difficult problem. We must pay a lot of attention to it.
Have we paid enough attention to the spread of weapons grade 

material ?
I think the answer is "No."
Mr. WINN. I didn't hear your answer.
Mr. COTTER. I think that we have not paid enough attention to th»t.
Mr. WINN. Have not paid enough attention ?
Mr. COTTER. Yes.
Mr. WINN. What would you suggest that we do than to give it more 

attention?
Mr. COTTER. I think the initiatives that the administration is under 

taking, the review that is going on in Mr. Fri's committee, is keyed to 
how we can safeguard the entire fuel cycle and keep tabs on weapons 
grade material.

I think there is still a need to convince other material suppliers that 
they need to take adequate safeguards.

So, there is a lot of room here for more activitism in our policy with 
the other supplier nations.

Mr. WINN. Are you optimistic or pessimistic about those possibilities 
at this time 9



Mr. COTTER. I am much more optimistic than I was a few days ago.
Preparing for this hearing caused me to study what all was going 

on in the administration, and I think there is some room for optimism 
here, but it is a very difficult problem.

Mr. WINN. Do you have input into the administration along that 
line?

Mr. COTTER. The Department of Defense is participating in the Fri 
study.

Mr. WINK. Thank you very much.
Thank you, Mr: Chairman.
Chairman MORGAN. Mr. Wolff.
Mr. WOLFF. Thank you, Mr. Chairman.

CHINA; TCNXELS AS DEFENSE AGAINST NUCLEAR ATTACK
Mr. Cotter, v*e have heard recently a number of statements made as 

to a possible flash point in the world, the Republic of China and the 
People's Republic of China. The People's Republic of China has based 
its defense strategy on a Mao directive to dig tunnels deep and store 
grain everywhere.

What is the view of the Defense Department regarding tunnels as 
a defense against a nuclear attack ?

Mr. COTTER. The pictures I have seen of the Chinese, a civil defense 
program or protective program, is very impressive. There is actually 
an unclassified film that shows the survival of animals, farm animals, 
and material in some of these tunnels. They did dig them, detonated 
a nuclear device and had a high degree of survivabihty.

Mr. WOLFF. In other words, you do have an appraisal that these 
tunnels are a defense against a nuclear attack ?

Mr. COTTER. I think there is an indication; yes, sir.
Mr. WOLFF. If that is true, why haven't we done likewise?
Mr. COTTER. There was a fairly significant proposal for a civil de 

fense program in this country in the early 1960's which did not seem 
to get the support of the public.

Mr. WOLFF. Was the public aware of the same type of material that 
has been given to you as to the survival rate.

Mr. COTTER. Yes, sir; I think there are some studies that have 
reached the public.

Mr. WOLFF. Wasn't that test of survivability made after the decision 
was reached here?

Mr. COTTER. Yes, sir. Those tests were made in the mid-1960's. You 
remember, China detonated its first device in 1964.

TAIWAN: PURSUING A NUCLEAR CAPABILITY?
Mr. WOLFF. On that question, I notice you did indicate in your state 

ment that the removal of our troops would tend to cause some of these 
nations to go nuclear on their own.

Do we, know anything of the Taiwan intention as to its nuclear 
capability? Recent statements made by some Senators and myself as 
well as others on this committee have indicated that the PRC would 
not rule out the use of force in retaking Taiwan.
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I am just wondering whether or not this has prompted any reaction 

on the part of the Chinese, that is to say, the Nationalist Chinese. Do 
we know anything about this ?

Mr. COTTER. I have heard the same story.There' ' . . .-
program.

uiir.it. i nave ncaiu me ntvinc oi/uij.
have baen press reports that they want to pursue a nuclear 

1.1 don't have any hard evidence on that, though.

JAPAN: NUCLEAR ASPIRATIONS?

Mr. WOLFF. What effect would this have upon Japan ? 
Mr. COTTES. If the Republic ?* China——
Mr. WOLFF. Yes; or if any of tiio other nations in the surrounding 

area went nuclear.
Mr. COTTER. I should think, and this is just a personal opinion, I 

think it would cause the Japanese to think seriously about its own 
position in the world.

Mr. WOLFF. Haven't the Japanese thought seriously about this be 
fore even with our troops out there ?

Mr. COTTER. Whether or not to acquire nuclear capability ?
Mr. WOLFF. It is said that the Japanese—I believe that Nokunura 

said something about the fact that the Japanese are about 6 months 
pregnant as a nuclear power and they put it in a state of suspended 
animation.

Mr. KRATZER. Mr. Wolff, I would want to point out that Japan re 
cently became a full party, ratified the Non-proliferation Treaty after 
a lengthy debate, after 6 years of debate in Japan. I think it is clear 
that there have been elements in the Japanese society who have felt 
that the .-etention of a nuclear option was in their national interest 
and their security interest.

I think it is equally clear that there is a tremendous consensus in 
Japan in just the opposite direction. I think Japan is firmly commit 
ted not only legally through its adherence to the Non-Proliferation 
Treaty but through national policy to not acquire nuclear weapons.

Mr. WOLFF. You did say in this report that in the event there was a 
country that had a capability it would take them a short time to tool 
up for military use of the nuclear power that they had already 
achieved.

A in I correct in that ?
Mr. COTTER. What I said, I believe, was that preparing the nonuclear 

components of a weapon is something that could go on and would be 
very hard to detect. Then, if you had access to an amount of plutonium 
or enriched uranium, then it would take a short time to make the full 
assembly of a weapon.

Mr. WOLFF. Isn't Japan in that position today?
Mr. COTTER. I certainly think Japan has the technology to do the 

whole job.
Mr. WOLFF. They have the delivery system, too, do they not?
Mr. COTTER. They have some airplanes.
Mr. WOLFF. Have they not conducted some space experiments, as 

well?
Mr. COTTBR. Yes.
Mr. WOLFF. With U.S. packages?
Mr. COTTER. Yes.

74-77* O - 7« - 37
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The technology for delivery systems would be readily available to 
the Japanese.

Mr. WOLFP. Thank you very much, Mr. Chairman.
Chairman MORGAN. Mr. Lagomarsino.
Mr. LAGOMARSINO. Mr. Cotter, as a cosponsor of the amendment, and 

I would not presume to call it the Lagomarsino-Zablocki-Findley 
amendment, I am disappointed by Mr. Kratzer's lack of support at 
this time.

Mr. Wolff talked about Japan.

FRENCH AND GERMAN INTEREST IN STEMMING SPREAD OF NUCLEAR
WEAPONS

I would like to direct your attention to the NATO situation and the 
fact that the West Germans and the French have an interest in selling 
nuclear reprocessing plants to other nations.

Now, both of these countries are dependent in varying degrees, 
Germany perhaps more than France, on the United States for their 
own security.

Don't the French and the Germans share a common interest with 
us in reducing the ease with which other states can acquire nuclear 
weapons?

Mr. COTTER. I should certainly think so.
Mr. LAGOMARSINO. Why is there not a greater awareness of the prob 

lem in the nations of the West ?
Mr. COTTER. I don't know the precise answer to that.
The program that started back 20 years or so ago, atoms for peace, 

just grew and grew.
As I think I mentioned before, there was not enough emphasis 

placed until recent years on the national security aspects of it.
Mr. LAGOMARSINO. But there certainly has been that interest and 

awareness.
Mr. COTTER. There has been an interest and a growing awareness.
Mr. LAOOITAR&I;?O. Perhaps Mr. Kraizer can comment > this.
Is my impression correct that the West Germans and \» A French 

are just not as concerned about this as they should be?
Mr. KRATZER. Mr. Lagomarsino, I don't believe it would be accurate 

or fair to state that they are not as impressed with the problem, that 
they are not as concerned with the problem, as we are.

CHANGE IN PERCEPTIONS

There has been in the past a difference in perceptions as to how to 
deal with that problem and specifically, in the area of the danger of 
reprocessing under safeguards, I think it is fair to say there has been 
a difference in emphasis.

I think in on'cr to put this in perspective we have to go back a 
few years.

We have changed our perceptions. It was a generally accepted 
proposition in the administration of peaceful nuclear cooperation pro 
grams in the past that various activities, including activities such as 
reprocessing, if conducted under safeguards, were acceptable. Ger 
many in particular, has never departed from that point of view.
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I would point out, as I did in the case of Japan, that Germany is a 
party to the Non-Prpliferation Treaty, and that not only imposes on 
them certain obligations with respect to the nonacquisition of nuclear 
weapons, themselves, but also certain obligations with respect to their 
own supply activities to others. In other words, they must supply 
equipment and materials to others only on the condition that all of 
those supply arrangements be subject to safeguards of the IAEA. They 
have always fulfilled that obligation.
the facility that the Federal Republic has agreed to sell to Brazil 

Now, what has happened, and this has happened since the 1974 
India nuclear explosion, in the review that we and others conducted 
of our nuclear cooperation policies, is that we have changed our views 
as to the proliferation risks of activities such as reprocessing. We be 
lie vo in the effectiveness of safeguards. We believe that safeguards 
when effectively applied by the international agency can detect di 
version, but we still are not comfortable with having these activities 
conducted, even under safeguards, because if the safeguards are abro 
gated, if they are disregarded, if they are violated, that dangerous 
facility and the potentially dangerous material are still there m the 
country.

So, we have changed our views. It has taken some time to bring 
other countries along with this change in views.

Now, I am confident th"t there has been a substantial amount of 
progress in that direction. I think that all of our supplier colleagues 
have greatly increased their concern, their awareness, of the dangers of 
these activities and that they are exercising a great deal of restraint 
in conducting them.

But I think it is probably correct that there is still some gap in 
our view as to just how dangerous these activities are when conducted 
under strict safeguards of the international agency.

I might stress that all of these supply arrangements, and we have 
not favored many of them, you are quite right, have safeguards, 
the facility that the Federal Republic has agreed to sell to Brazil 
«*nd other facilities that France has agreed to sell, all of these facilities 
will be subject to strict safeguards by the IAEA. So, these are not 
irresponsible arrangements.

I think there is a difference of opinion on the par* of these coun 
tries as to just how crucial the role of supply is in adding to the pro 
liferation potential of a given country which may already be at the 
threshold of being able to undertake these pame activities without any 
outside help at all.

UNITED STATES AS AN EXAMPLE

Mr. LAGOiMR8mo. It is the fe sling of some of us, the sponsors of 
this amendment, that one way to make plain to these countries ex 
actly how we feel about it, and, hopefully, they will follow suit by 
adopting the amendment, is by saying that even though we have not 
perhaps convinced you all the way, that we are going to do this in 
the hopes that you will follow suit.

Of course, if they dent, I guess we could always reassess our posi 
tion if we felt that were the thing to do.
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TIKE TO DEVELOP A BOMB

Mr. Cotter and/or Mr. Kratzer, assuming, that a country has been 
doing secret work on weapons research, assuming also that a country 
has acquired through normal commecrial nuclear exports and re 
processing the necessary weapons material, plutomum, how quickly 
might such a country be able to convert its piutonium into a nuclear 
weapon? What is the time frame that we are concerned about?

Mr. COTTER. If we assume that the material has already been sepa 
rated?

Mr. LAOOMARSINO. Yes; assume they have the plutcniium.
Mr. COTTER. I think it would depend on the nature of the device 

they are building. I think it would be a short time. It would be a matter 
of hours to days to make a bomb assembly.

Mr. LAOOMARSINO. Would you agree with that, Mr. Kratzer?
Mr. KRATZER. I defer to Mr. Cotter's expertise in this area.
Certainly, my information is that the conversion of separated fis 

sionable material to an explodable device can be accomplished quickly, 
particularly if there has been advance preparation.

The question of whether that gives the country a meaningful mili 
tary nuclear capability I think >s a much more difficult question to 
answer, and I think that the time scale there can and normally would 
be very much longer.

Mr. LAOOMARSINO. You certainly would have the potential for seri 
ous problems even if you had one very clear device such as the Indian 
device.

Mr. KRATZER. I think that is correct.

NATO STRATEGIC NUCLEAR FORCES

Mr. LAOOMARSINO. Mr. Cotter, if our NATO' allies were to invest 
more money on strategic nuclear forces of their own or, in some cases, 
commercial money even, what would be the impact on the European 
force posture and upon NATO conventional force reforms ?

Mr. COTTER. I believe I had a similar question before on this.
As I mentioned, one of our major goals in NATO is to improve our 

conventional capability, and diversion of resources into independent 
nuclear forces would have an adverse impact on that goal.

Mr. LAOOMARSINO. There might be a tendency to rely on that.
Mr. COTTER. To rely on independent nuclear weapons. It would be a 

negative effect. We are trying to raise NATO's nuclear threshold., not 
lower it

Mr. LAOOMARSINO. So, it could have exactly the opposite effect that 
we intend it to have f

Mr. COTTER. That is correct

tJA CONTROL OVER NON-U.8. NUCLEAR MATERIAL

Mr. LAOOMARSINO. Mr. Kratzer, I think you do believe we should 
try to exercise more influence on non-U.S, nuclear material that is 
used in foreign reactors, at least U.S. reactors.

Mr. KRATZER. Yes.
I think in our future negotiations it is entirely proper for us to 

attempt to apply the same ground rules to any material which is ir-
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radiated in a reactor which we have supplied. Whether we can be suc 
cessful in that remains to be seen.

Mr. FINDLEY. You say we should attempt to apply.
Why not just apply ?
Why not just set that forth as a stipulation ?
Mr. KRATZER. Mr. Findley, as I indicated earlier, unfortunately we 

don't have the capability to unilaterally set the ground rules for nu 
clear cooperation. There are other suppliers. There is a substantial in 
digenous capability to conduct nuclear programs in many countries.

I think that we have to pursue our objectives in a manner that maxi 
mizes the overall nonproliferation results that we are trying to achieve.

You are quite right. We can unilaterally set the conditions of coop- 
oration as far as our own supply arrangements are concerned. There is 
no question about that We have every right to dp that. Whether that 
will really advance our nonproliferation objectives is a much more 
difficult question to answer. That depends on what other suppliers do 
and that depends, also, on the indigenous capabilities that countries 
inherently have and might otherwise be attempting to maximize.

I do not think it is really in our interest to say that in every case 
where we have a nonproliferation, not an objective, but a nonprolifera 
tion policy or mecha lism that we would like to adopt, that we do so 
unilaterally without regard to the consequences.

Chairman MORGAN. The time of the gentleman from California has 
expired.

Mr. Fountain.
Mr. FOUNTAIN. Thank you, Mr. Chairman.
I note that staff has prepared a supplemental list of questions which 

are pertinent to this extremely important subject. I would like to 
suggest that those questions which are not in substance asked by mem 
bers of the committee be submitted to the witnesses so that they might 
supply the answers for the record.

Chairman MORGAN. Without objection, that will be done.
[The questions were subsequently answered during the hearing.]

MULTINATIONAL REPROCESSING CENTERS

Mr. FOUNTAIN. Mr. Cotter, what is your opinion as to whether or 
not nuclear proliferation might Iwst be curbed by such expedients as 
multinational reprocessing centers?

Mr. COTTKR. Whether or not they are national facilities or multi 
national facilities, I think depends on the details of the arrangements 
as to who owns the material that is processed and what controls 
there are on it.

The key thing is making sure that we don't allow indigenous stores 
of bomb grade material to build up in some of these countries. I think 
it is quite clear that that is the problem. It doesn't matter whether it is 
in a national facility or multinational facility. It depends on the 
arrangements.

Mr. FOUNTAIN. Then such centers would not solve the critical 
problems.

Mr. COTTER. Not unless the controls are adequate.
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Mr. FOUNTAIN. Would large quantities of plutonium still be avail 
able in the form of ready-to-use reactor fuel even if you had that kind 
of setup?

Mr. COTTER. I am not familiar with the details of this.
Perhaps Mr. Kratzer is.
Mr. KRATZER. I think that Mr. Cotter has analyzed this issue in 

exactly the same way that I would. I think the critical problem is the 
availability of plutonium under national control.

As I indicated in an earlier response, reprocessing is one of the 
elements in determining whether that plutonium is available under 
national control but not the only one.

The idea of the multinational reprocessing centers on which we have 
spoken on a number of occasions and which we are actively investi 
gating not only on a national basis but thrpuqrh the International 
Atomic Energy Agency, is to provide a possible mechanism to meet 
the demand for reprocessing and recycling of plutonium in a manner 
that may be, if the controls are adequate, acceptable from the non- 
proliferation point of view.

I think taere is some misunderstanding that we have promoted 
multinational reprocessing centers and I think that is not quite the 
case. What we are trying to accomplish is to deter reprocessing and 
subsequent fuel cycle operations under national control. One means 
of fulfilling that objective in certain special instances may be the use 
of multinational reprocessing centers.

It is clear that this is a difficult problem, that the administrative and 
legal arrangements to bring these into being, the managerial arrange 
ments, are going to be hard to achieve. I believe there is a good cha.ice 
that in some selected instances, not as a universal solution, but in rjome 
selected instances they will come into being.

Mr. FOUNTAIN. Would our sponsorship of multinational reprocess 
ing centers indicate our enforcement of the feasibility of reprocessing 
despite the fact that the economic viability of nuclear reprocessing is 
still very distant and unproven ?

Mr. KRATZER. Your question gets to the point that I was trying to 
deal with a moment ago.

We are not promoting multinational reprocessing. We are trying 
to deter national reprocessing. At such time as reprocessing becomes 
economically viable and we have to meet that demand, then the multi 
national approach may be on« of the attractive ways of doing so.

UA CONTROL OVER NON-U.S. FUEL

Mr. FOUNTAIN. In view of the fact that we already maintain control 
over U.S. fuel in U.S. reactors and U.S. fuel in non-U.S. reactors, why 
should we not try to exercise equal control over non-U.S. fuel in non- 
U.S. reactors, or nag that question been asked I

Mr. KRATZER. My answer is thnt we r'-ould by all means try to do so 
but we have to balance the achievement of that objective against its 
affects on other nonproliferation objectives which we have.

Chairman MORGAN. Mr. Findley.
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INTERFERENCE WITH EXISTING AGREEMENTS

Mr. FINDLEY. Mr. Kratzer, earlier in your testimony you cited two 
concerns you had about the amendment: First, that it would have the 
danger of altering existing agreements.

Since you made that comment, I have read very carefully the lan 
guage which will be presented to the committee as the amendment.

T believe your fears are unjustified.
I suppose at this point there is really no point in going into that 

in detail because you don't have the final language before you.

UNITED STATES AS AN EXAMPLE

But you also stated that we ought to take into account the attitude 
of the other suppliers. I have pondered over that and I cannot escape 
the conclusion that if the United States doesn't set an example in 
this realm the example will not be set.

Would you agree with that f
Mr. KRATZER. I think we alwaj s have to be ahead. I think we have 

to advocate the policies that we* consider proper and, by and large, 
I would accept the proposition that we have to apply them, but if we 
get too far ahead then we really are out of the picture.

In other words, if we adopt policies which are not realistically 
attainable, which are unacceptable to the various countries who are 
anxious to move into the nuclear power age, then we will not be able 
to exercise influence because other suppliers will look at us and reach 
the conclusion that there is no competition from us because our poli 
cies are not acceptable.

So, it is a very delicate and very difficult balance to strike between 
being chead but not being so far ahead that we are out of the picture.

Mr. FINDLJEY. Your comment just now comes down to dollars and 
cents, as I interpret it, that we run the risk of losing business in the 
international nuclear market if we are not careful about trying to 
apply these safeguards.

Is that a fair assessment, dollars or cents?
M\. KRATZER. It is much beyond that.
Mr. FINDLEY. What is it ?
Mr. KRATZER. The commercial interest, while it is worth pursuing, 

is never of sufficient importance to cause us to compromise our non- 
proliferation objectives.

My concern is that if we pursue policies which are so far out of line 
with those of other suppliers and are unacceptable to recipients that 
we will not have the opportunity by being a viable competitor, to 
cause other suppliers to modify their policies accordingly.

I think that we have to work with them very, very closely and advo 
cate the policies we believe 'n and we are doing that with considerable 
success. It cannot be done unilaterally, in my view.

INDIA: DKFINITIO:* or PLACEFUL NUCLEAR USE
Mr. FINDUSY. Speaking of success, we tried to get the Indian Gov 

ernment to accept our definition of what constituted peaceful nuclear 
use, did we not!
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Mr. KRATZER. Yes, sir.
. Mr. FINDLEY. When they refused, what did we do? Did we use that 

leverage?
Mr. KRATZER, You are referring to the actions which the United 

States took in 1974 after the nuclear explosion I
Mr. FINDLEY. That is right. They refused the definition that gave 

us the opportunity to kind of crack down, in a sense, to take a firm 
position, and terminate the arrangement. We chose not to and the 
result was a nuclear explosion.

Mr. KRATZER. I think at the point when that decision was before us 
they had already undertaken their nuclear explosion.

ftere again we have to make some very, very difficult balances. We 
could refuse further cooperation, and it may well be that the effect 
of doing so would be to allow India to have unrestricted use of some 
rather substantial quantities of plutonium which have been accumu 
lated at that U.S.-supplied reactor in the meantime.

U.S. LEADERSHIP

Mr. FINDLEY. We today have what I think most people regard as a 
substantial command position in the international nuclear field. This 
will tend to diminish as time goes on.

I think we ought to use that command position to set the very best 
example we can. I think we have demonstrated in the past that by 
taking a lead we have drawn other nations along with us.

I believe I am correct, but the United States is out front of the 
IAEA safeguard initially. It was because the United States was will 
ing to step out and take a controversial position and thus be an ex 
ample to other nations that this whole enterprise succeeded.

Mr. KRATZER. Mr. Findley, we have been the leaders in this field 
from the very beginning. All the major nonproliferation mechanisms, 
all of the major nonproliferation policies, I think it is correct to say 
that the United States is the principal author of them; the IAEA, it 
self, the concept of safeguards, and the safeguards system.

I completely agree we have to be in the lead. Our differences are 
small. It is a matter of degree. I do believe we have to exercise that 
leadership with a certain amount of moderation.

CANADIAN POLICY TOWARD INDIA

Mr. WINV. I just wondered, Mr. Kratzer. if you can tell us what the 
Canadians did after the Indians exploded their device. What did they 
do about the agreement ?

Mr. KRATZER. Following the Indian explosion, the Canadians sus 
pended future cooperation with India. During that time, and up until 
approximately 2 or 3 months ago, they attempted to negotiate a new 
arrangement with India that would allow them to continue coopera 
tion on terms that they found acceptable.

They were unable to do that so that 2 or 3 months ago they an 
nounced they finally decided to discontinue those efforts.

Mr. WINN. They terminated the agreement?
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Mr. KRATZER. The agreement that has existed has not been termi 
nated. They are no longer implementing it. It may be a technicality. 
In their view, it is not terminated but it is no longer being imple 
mented.

Chairman MORGAN. Mr. Bingham.

IAEA DISSEMINATION OF INFORMATION

Mr. BINGHAM. Thank you, Mr. Chairman.
I do find it a little unsatisfactory that you don't have in front of 

you, Mr. Kratzer, apparently the last version.
Mr. KRATZER. I received it this morning but I have not had an oppor 

tunity to study it. I would like to do that very much and supply the 
Department's views.

Mr. BINGHAM. If you do have it in front of you now, let us take a 
look at the bottom of page 2 which has to do with making no new 
agreement, as we understand it, for cooperation, unless—and there 
are conditions A and B.

Now, condition B is that:
The foreign country has agreed to permit the IAEA to report to the United 

States upon a request by the United States on the status of all inventories of 
Plutonium, uranium 235 and highly enriched uranium which are held in storage 
by that country.

What is your reaction to that ?
Mr. KRATZER. I think the International Agency has exercised, un 

fortunately, an excessive amount of restriction on the information, on 
the dissemination of information which we, along with other members 
of the Agency, riot just ourselves, really need to judge the adequacy 
of their implementation of safeguards.

We have pointed that out to the International Agency and they are 
moving in the direction of increasing the information, the availability 
of information, in this field.

Now, I have some concern that a provision of this nature would 
have—in other words, I agree with the objective that we need more 
information on Agency safeguards implementation. I think the best 
way to get that is to cause the IAEA to modify its own dissemination 
policy because we are only one member and it we attempt to impose 
on the Agency to which we have entrusted the safeguards responsi 
bility, a requirement to give us information which is not generally 
available to other members of the Agency or even to other members of 
the Agency's Board of Governors, I think we run the risk of under 
mining the acceptability, the credibility of the very safeguards that 
we have tried so hard to promote.

I think it is particularly a problem that this provision would extend 
not only to reports to the United States on the status of the material 
which we have supplied but on the status of any material which that 
country may have, regardless of its origin. I think that would be 
difficult to negotiate with other countries, and I think it would be very 
hard for the Agency to swallow.

Mr. BINOHAM. That, of course, is the way it reads.
Mr. KRATZER. Yes, sir.
Mr. BINGHAM. It is not limited to——
Mr. KRATZER. That is right.
I assumed that that was an intentional feature.
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COOPERATION WITH THE IAEA

Mr. BINGHAM, Are there some countries that don't want to cooperate 
with the IAEA for reasons of their own ?

Mr. KRATZER. Cooperate in the sense of allowing the Agency to 
apply its safeguards or in the sense of allowing the Agency to dis 
seminate the information on the results ?

Mr. BINOHAM. The former.
Mr. KRATZER. All of our partners have accepted Agency safeguards. 

That is a firm part of our policy. We certainly are not going to depart 
from it.

Mr. BINOHAM. What about the Government of Israel ?
Mr. KRATZER. On the cooperation that we extend agency safeguards 

are applied.
Now, any country which has become a party to the Non-Prolifera 

tion Treaty must accept Agency safeguards on everything. Countries 
which have not become party to the treaty—as Mr. (jotter pointed out, 
there are still several important countries—are not required to accept 
agency safeguards and, in general, few, if any, have volunteered to do 
so except on the materials which they have obtained from outside 
suppliers on condition that agency safeguards apply. Israel is in that 
category, and several other countries are.

IAEA INSPECTORS

Mr. BINGHAM. Does the application of agency safeguards mean that 
agency personnel will be involved in inspection procedures?

Mr. KRATZER. Yes.
In any significant activity, reactors and the like, inspections are 

actually conducted on site by Agency inspection personnel. Frequency 
and intensity of the inspections depend on the size and nature of the 
activity.

Mr. BINOHAM. The host country has the right to reject individual 
inspectors?

Mr. KRATZER. It has the right to reject individual inspectors but 
not ad infinitum. In other words, not to the extent that that would 
impede the Agency's ability to conduct satisfactory safeguards.

LICENSES FOR NUCIJEAR EXPORTS

Mr. BINOHAM. Looking further at the draft amendment, on page 3, 
paragraph 3(a), that paragraph appears to apply to licenses issued 
for the export of nuclear materials, equipment, and so forth, pursuant 
to existing agreements. Yet, it indicates that those exports will be sub 
ject to further restrictions than may be contained in the existing agree 
ments.

Is that part of what concerns you about the amendment ?
Mr. KRATZER. As I indicated earlier, I was looking at an earlier 

version.
I do want to study this and submit my comments to you very 

promptly.
That particular provision certainly is one that we are committed to, 

not only as a matter of policy, but by operation of the Non-Prolifera- 
tion Treaty.
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Mr. FINDLEY. It is not a new stipulation? It is not a new policy?
Mr. KHATZER. No; it is not a new policy. It is a fact that we have a 

number of agreements entered into in most cases some years back in 
which the prohibition was stated in terms of nuclear weapons and 
not in terms of all nuclear explosive devices.

We have been engaged over the past several years in an effort to 
make that prohibition more explicit through a variety of mechanisms. 
In many cases, we have exchanged notes with the country concerned. 
In other cases, we have made unilateral declarations. We have made 
unilateral declarations in the Board of Governments of the Interna 
tional Atomic Energy Agency in the most emphatic terms, indicating 
that any agreement which we have which requires that our assistance 
not be used for nuclear weapons prohibits any kind of nuclear ex 
plosive device because we can't distinguish between the two.

I would have to study this and I think it would have to be subject 
to some legal review, as well, to make certain that the language is 
satisfied by the various kinds of mechanisms I have just described, 
because we do have agreements of long standing where the prohibition 
is not absolutely explicit.

Mr. BIXGHAM. Based on what you say and what Mr. Findley says, 
it is curious that there is a delay in the effective date of that require 
ment oif 1 year.

Let us: pass to No. 4.
ADEQUATE WARNING

There is a requirement there that the Secretary of State shall deter-

warnmg
varice of the time in which that party can transform strategic quanti 
ties of diverted nuclear material into explosive nuclear devices. That 
imposes a responsibility on your Department.

Do you see this as something that the Secretary could determine?
Mr. KRATZER. My understanding of this provision, and it is in some 

what different language than in the version which I had studied ear 
lier, is that it, in effect, is intended, based on our present knowledge 
to require the Secretary, to refuse any request for the reprocessing of 
U.S. material by a country which has received our materials of our 
assistance.

In oth - words, I believe it is understood by the drafters, and I un 
derstand t this way myself, that we would not be able to reach the 
conclusion that is required, that the safeguards would give us warning 
well in advance of the time that the party could transform the ma 
terial.

As we have said here earlier, this transformation of separated plu- 
tonium, if it were diverted into some sort of nuclear explosive device, 
could occur rather quickly, within a matter of days or so.

So, although I don't know what "well in advance" means, in an 
earlier version it said 90 days, and I assume there has not been a major 
change in the thinking behind those words.

Mr. BINOHAM. Do you then interpret that to be a roundabout way 
of saying that the Secretary of State shall not agree to such ?

Mr. KRATZER. Yes, sir, I think it has that effect and intention.
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While apparently this would become operative not at the time that 

an export would take place as was the case in an earlier draft of the 
amendment, it still is a requirement which exists as of now.

Chairman MORGAN. The time of the gentleman has expired.
Mr. Ryan.
Mr. BINOHAH. Could Mr. Kratzer finish his reply ?
Mr. KRATZER. My understanding of the present language, and I do 

want to study it further, is that it would become operative at the time 
that any reauest was received for reprocessing.

But, to the extent that the requirement exists at the present time, 
and other parties know of the existence of that, I believe that it could 
have a very serious effect on our ability to engage in the sort of nu 
clear cooperation which I think generally serves our nonproliferation 
interest.

In other words, it is not clear to me that other countries will gen 
erally accept a prior condition that at some future date, which may be 
many years hence, no reprocessing will be permitted.

That is my current view of this, but I do want to study it further.
Chairman MORGAN. Mr. Ryan.

ACCOUNTING OP FLTTrONITTM StTPPLIES

Mr. RTAN. How many nuclear jplants are there in this country pres 
ently producing plutonium as a byproduct ?

Mr. KRATZER. As I indicated earlier, we have no commercial reproc 
essing plants in being.

If you refer to the reactors, themselves, that produce plutonium 
but not in useful form until reprocessing takes place, there are about 
50 or 60 commercial power reactors in operation.

Mr. RTAN. Does the U.S. Government have adequate accounting 
procedures for all that material?

Mr. KRATZER. At the reactor level, and this is an area which is not in 
my responsibility, so I do not want to tread on anyone else's toes, at 
the reactor level I think accountability is quite satisfactory.

Reactor materials accountability is relatively straightforward be 
cause you can count the pieces that go in and you can count the pieces 
that come out.

Mr. RTAN. Is there any thruth to the statements that I have heard 
that the AEC, now the NEC, loses some of its plutonium by 
evaporation 9

Mr. KRATZER, I think that the reports you are referring to, Mr. 
Ryan, relate to plants where material is handled, fabricated, and 
processed in divided form, in other words, not in reactors where fuel 
elements are put in and the same fuel elements taken out.

The accountability problem in that situation becomes very, very 
much more difficult.

In virtually any plant of that type, in other words, a reprocessing 
plant, or a fabrication plant, there is always a certain amount of 
material which is unaccounted for.

Mr. RTAN. How much ?
Mr. KRATZER. Well, in good practice, I think it is less than 1 per 

cent, considerably less than 1 percent
Mr. RTAN. One percent of how much ?
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Mr. KRATZER. But it can be a large amount of absolute material.
I don't have the figures which would enable me to answer your 

question in quantitative terms.
Mr. RYAN. Ten pounds or 10,000 pounds?
Mr. KRATZER. In large fabrication plants, you are talking about 

possible amounts in the range of tens of pounds or tens of kilograms 
at any time that in unaccounted for.

Innerently, the words "unaccounted for" does not mean it has been 
improperly removed or anything of the kind.

There are other ways of assuring those who are responsible for the 
material that that has not taken place.

Mr. BTAN. Are we sure?
Mr. KRATZER. I think we have a high degree of confidence.
That may sound like I am hedging, but that is the nature of the 

accountability and control business, that you can only say that a par 
ticular result is so with a high degree of confidence.

AMOUNT NEEDED TO MAKE AN EXPLOSIVE DEVICE

Mr. RTAN. How many pounds does it take to make an explosive 
device?

Mr. KRATZER. The figure used in unclassified discussion is about 10 
pounds.

Mr. RTAN. I think if we said 10 to 16 pounds, because yours is the 
lowest figure I have heard vet in talking to nuclear physicists at the 
Library of Congress and other places. That is the general figure used, 
if the assumption is made.

How much plutonium, on an annual basis, is developed in other 
countries?

SEPARATION PROCESS

Mr. KRATZER. Again, we have to distinguish, I think, between that 
which is separated and that which isn't. There are many, many 
thousands of pounds which have been produced and are not separated.

Mr. RYAN. Let me ask about the separation then.
In the separation process, itself, is there any way of a country 

developing simply a separation process and then getting the unusable 
material and separating it secretly without general knowledge?

Mr. KRATZER. I believe it is possible to build very small separation 
plants that might escape detection. They would be small but there is 
that possibility.

PLtTTONItTM POSSESSED BY OTHER COUNTRIES

Mr. RYAN. Let me ask you another question.
Does the State Department make the assumption that there are, 

in effect, illegal or bandit operations? That there is plutonium in 
critical amounts in the possession of countries hostPe to this country 
or to the Western World ?

Mr. KRATZER. Let me go back to answering the question which I 
think may be implicit in the one you just asked.

In the safeguard system which is applied by the International 
Atomic Energy Agency, there is no assumption made that the mere



582

fact that a country has not declared that it has a reprocessing plant 
means that there actually is none. In other words, the Agency applies 
its safeguards to reactors and they account for the material that 
comes out of those reacros as if there were a separation plant some 
where in the country.

If that were not the case, in other words, if the Agency were justi 
fied in relying upon a mere declaration that a particular country had 
no reprocessing plant, you really wouldn't have to apply safeguards.

Mr. Rf AN. t am not talking about reprocessing plants. I am talking 
about simply the capacity of any country in the world, at least in 
theory, to either manufacture or to obtain plutonium in a quantity 
which makes it possible for them to manufacture crude atomic explo 
sives. Once they can manufacture them, they can deliver them by 
some means or other, no matter how crude.

When we talk about a nonproliferation treaty we presume, and 
I would like your comment on this, that the proliferation treaty will 
deal only with those countries that are playing it straight.

I also presume that in the conference in Sri Lanka, which produced 
some of the most inflated rhetoric regarding Western countries, that 
some of those countries probably have plutonium in critical amounts 
or can obtain it in critical amounts and manufacture atomic explosives 
which they can use without regard to treaties or anvbody's knowledge. 
I think that is the assumption that the emperor has clothes on and 
he doesn't

These countries that subscribe to the Non-Proliferation Treaty can 
be the most responsible countries in the world, but they tend to ignore 
those other countries that are not even participants in any kind of non- 
proliferation but who may, in fact, have amounts of plutonium that 
make them a nuclear power in the sense of being a threat to another 
country's welfare.

Mr. KRATZER. To be very acutely aware of the proliferation poten 
tial of any given country is a constant effort on the part of the intelli 
gence community.

Mr. Cotter referred to that, described one of the mechanisms which 
is in existence.

So, there is no automatic assumption made that either a party or 
nonparty to a treaty has not taken some of these steps you are re 
ferring to.

NON-PROLIFERATION TREATY

Mr. RTAN. Then what value does a nonproliferation treaty have?
Mr. KRATZER. First of all, it is not a mere pledge on the part of 

countries not to acquire nuclear weapons.
One of the aspects of the treaty is that the countries' programs are 

subject to safeguards so that violations have a very good chance, not 
an absolute certainty, but a very good chance, of being detected.

Now, the value of the treaty, and I think it is a very high one, I 
think you are right in saying, by and large, one presumes, although 
you do not presume to the utmost degree, one assumes that they are 
playing it straight, the value of treaties is that it constitutes a demon 
stration of compliance so that when a country undertakes peaceful 
nuclear activities we know it is peaceful, its neighbors know it is peace 
ful, and you avoid this sort of competitive rush to obtain a military 
capability or a military potential.
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Mr. RYAN. One last question.
Isn't it possible, then, to deliver an atomic device between two hostile 

countries, not by rockets or by missiles at 5,000 miles an hour, but by
donkey cart, if you care to go that way ? 

Mr. KRATZER. I would nave to refer that to Mr. Cotter.
Mr. COTTER. That is certainly correct.
Mr. RYAN. It is possible ?
Mr. COTTER. Yes.
Mr. RYAN. So, given the simplicity today of the constructing of 

atomic explosives, and I use those words rather than atomic devices— 
just a plain old explosion—using atomic materials, and the state of 
the art, we cannot assume that any country in the world can't attack 
any other country with at least some kind of crude atomic explosive 
and deliver it by the most homely or unsophisticated means ? That is 
possible?

Mr. COTTER. That is possible.
Mr. RYAN. Mr. Chairman, I would just suggest that perhaps some of 

the assumptions under which this Non-Proliferation Treaty is 
operating are open to serious reexamination.

Mr. ZABLOCKI [presiding]. That is a good observation. I agree 
with it.

Mr. Findley.
NUCLEAR PROLIFERATION

Mr. FINDLEY. Mr. Chairman, hearings over which our chairman 
presided made a very dramatic point and that was that in a very few 
years we could reasonably expect as many as 40 nation states to have 
nuclear weapons if they have the willingness to go ahead with it.

Mr. ZABLOCKI. And delivery.
Mr. FINDLEY. And delivery*.
I mention that because Mr. Kratzer suggested that some of the ob 

jectives of the amendment could better be met hy reforming the rules 
of the International Agency. I certainly think improvements in the 
IAEA safeguard structure are important. But I think we are under 
a pretty tight time constraint here and I am not optimistic about 
getting the rules of the IAEA substantially changed very quickly. 
I think it will take years.

But here is a step that the United States can take on its own, 
limited though it is, and it admittedly does entail some risk of losing 
business and maybe it would entail some other loss of leverage, as 
you suggest.

It does seem to me in this context with the spector of nuclear 
weapon proliferation proceeding at such a rapid pace in the next few 
years we ought to take that risk.

IAEA INFORMATION ON THIRD PARTY NATIONS

Second, you made a comment that the IAEA would probably 
have to swallow hard to take the stipulation in this amendment under 
which it would supply on request certain information about third 
party nations.

Well, it might have to swallow hard but I think you would agree 
that the information is of little value if it applies only to items de-
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rived from U.S. supplied material and if it is only a partial inventory 
it really doesn't mean much. It has to be complete to have much value.

RESEARCH ON SAFEGUARDS

Finally, Mr. Chairman, I would like to ask Mr. Cotter if he would 
agree that one important effect of my amendment could be to stimulate 
research on safeguards that provide real safety rather than what 
might be described as the simple allusion of safety.

Would you comment on that?
Mr. COTTER. Mr. Chairman, if I might just make one statement.
I haven't read your amendment, this piece of paper here. I saw an 

earlier copy from Mr. Fortier. I was not expecting to comment on any 
proposed legislation but just to give the Defense views on proliferation.

With that, let me go on to what I understand from talking to Mr. 
Fortier is what you have in mind. I think it is very interesting.

I would like to draw an analogy to the weapons program as to how 
the Defense Department and ERDA go about the research and de 
velopment of protective features for weapons, and it is a direct analogy 
to the power reactor program and these other issues you are discussing.

In addition to the Defense Department specifying yield, for ex 
ample, of a nuclear weapon and reliability and other military charac 
teristics, 7,3 have competing priorities and very high priorities on 
requireme.us for safety, security, com .ad control devices, disable 
ment featui-es on weapons, nonviolent destruction mechanisms, that 
help in maintaining the security of these weapons.

Now, those requirements go in as competing characteristics and the 
designers pay a lot of attention to them.

It is my observation that, given the fact that there is in the labora 
tories, a lot of technology available and people who have worked on 
these problems, that requirements placed on reactor designers for 
security features and protective devices, might be a very interesting 
thing to provide as additional research and development requirements.

I think it is a very interesting idea and we might be able to find 
some technical solutions to these problems that could help the political 
problems along quite a bit. I think it is a very interesting idea.

Mr. FINDLEY. Thank you, Mr. Chairman.
Mr. ZABLOCKI. I might say to the gentleman from Illinois that from 

my contact and associations with representatives of the IAEA, I think 
they would welcome the provision.

Any further questions?
The committee stands adjourned, subject to the call of the Chair.
rWhereupon, at 12 noon, the committee adjourned, subject to the 

call of the Chair.]
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LETTER TO CHAIRMAN MORGAN FROM V. J. ADDUCI, PRESIDENT, 
ELECTRONICS INDUSTRIES ASSOCIATION, SUBMITTING A STATEMENT

V. J. Adduci 
President

July 1, 1976

Honorable Thomas E. Morgan, Chairman 
Committee on International Relations 
U.S. House of Representatives 
Washington, D.C. 20515

Dear Mr. Chairman:

Supplementing the June 15 testimony of the Joint 
High-Technology Industries Group, EIA is priviledged 
to submit herewith the additional views of its members 
concerning bill H.R. 7665 to extend the Export Adminis 
tration Act of 1969.

Very truly yours,
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ELECTRONIC INDUSTRIES ASSOCIATION
2OOI EYE STREET. N W 

WASHINGTON. D C. 2OOO6

TlLC»«ON< I*OI>4»» itOO 
»; CLEC1WN WASHINGTON OC

The Electronic Industries Association (EIA) it pleased to 
(ubmit for the record it* viewi regarding H.R. 7665 to extend 
the Export Administration Act of 1969. This legislation, If 
effectively drawn, can be exceedingly important to firmi In this 
industry who export and to the nation as well. In this regard, 
EIA essentially endorse*, as a co-author, the testimony of the 
"Joint High-Technology Industries Group," presented by spokesman 
Peter F. McCloskey on June 15, 1976 before the Committee.

EIA and its member companies endorse the need for a clear- 
cut national policy on foreign trade. Such a policy is a prere 
quisite if the U.S. Is to maintain a position of leadership - a 
position essential to the continuing economic growth of the coun 
try. The electronic and electronic-related Industries production 
last year amounted to $36.A billion, of which $7 billion, or near 
ly 201, was exported. This in turn generated over 1.5 million 
direct and Indirect jobs within all 50 states.

We therefore hav« a vital interest in the enactment of an 
Export Administration Act which would allow the U.S. to e'nhance 
its foreign policy, maximize its export potential and at the same 
time maintain necessary controls on those commodities which, if 
exported to certain countries, would be direct factors In weaken 
ing our national military security.

The Export Administration Act of 1969 attempts to addresn 
these points. However, It* shortcomings have permitted Its ad 
ministration to became antiquated, cumbersome and out of touch 
with current world economic realities, so much so that our com 
panies find themselves increasingly non-competitive in overseas 
markets. In fact, die Act as presently administered, constitutes 
a major, non-tariff barrier to trade, imposed on U.S. Industry by 
its own government.

Because of the complexity of the subject of export controls 
and our desire to see a well-polished, viable act, we aa>, that 
the committee this time report out a simple 9 month extension of 
the Act——covering September 30, 1976 to June 30, 1977. This 
would allow proper time for the necessary In-depth Investigation 
and review of the subject.

If, however, the Committee feels that this course Is inad 
visable, we urge It to consider specific recommendations, amend 
ments, and revisions in the Act which we will discuss. EIA con 
sider* that these would do much to ameliorate many of the present 
difficulties.
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We urge the Committee to exceed the language of Title I of 
S.3084, making mandatory provision* in H.R. 7665 Chat will fully 
recognise the timely processing of export license application* 
by the Department of Commerce; thi* to provide competitive equity 
for American industry in oversees merketa.

For the purpose of emphasis, EIA believes that extracts from 
the Joint Group's testimony should be reiterated:

"Us have the following specific recommendations 
for amending this Export Administration Act. 
First, ' commend to your attention to Title I 
of ir -a Bill S.3084 which has been approved 
by the Senate Banking Committee, 'and recommend 
that you adopt this Title with some additions 
and clarifications. Title I of S.3084 would 
make the following change* in the current Act:

(1) It would require the Department of Commerce Co 
notify an applicant when hi* license is being 
forwarded to COCCM and permit him to review 
the documentation to make certain It accurately 
describes the goods or technology for which a 
license Is sought;

(2) It vould change the criteria for placing a country 
on the "controlled list," so that factors other 
than Communist or non-Communist status are con 
sidered (these new factors include potential 
friendship with the U.S. and willingness to con 
trol retransfers of U.S. export*),

(3) It would require an 18-month Commerce Department 
study, which is to include specification of the 
control lists; however, in this regard, we recom 
mend the time limit for this report to the Congress 
should be reduced to 9 months. This is in keeping 
with the rapid technological advance* In our in 
dustries.

(4) It would increase the term* of technical advisory 
committees (TAC's) from 2 to 4 years;
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(5) It would require Comnerce to consult with the 
TAG'S on COCCM and on a number of other issues, 
and if their advice is not accepted by the 
government, to inform them of the reason*. How 
ever, we feel that it should be made clear that 
this feed back should be accomplished in a rea 
sonable period oi time. In addition, we feel 
that there should be inter-industry communicatioG 
among member* of each TAG. Such an exchange of 
information which is not now permitted can lead 
to a more efficient, expert, and balanced advisory 
role for the TAG 1 * and the export control process 
as a result; and

(6) Title I would also require the Department of Com 
merce to notify applicant* of the specific statu 
tory reason for an export licenae denial. Wt 
endorse thi* amendment; however, we th.ok it can 
be strengthened. In our industries where techno 
logy moves so rapidly It is possible that certain 
license applications can be Incorrectly evaluated 
on a technical basis. Many time* these technical 
evaluations give guidance to those responsible 
for making the licensing decision. He feel that 
an exporter should be given both the statutory 
and the technical reasons for a license denial.

Section 4(h) of the current Act empowers the Secretary of 
Defense to recommend denial of an export if the goods or techno 
logy "will significantly increase the military capability" of a 
country within a controlled destination. In our experience, the 
Defense Department has Incorrectly Interpreted this language to 
mean "will possibly increase." The GAO report of February 1976 
highlight* thi* problem and recommends that probable rather than 
possible military end use be taken into consideration.

Consistent with the GAO report, we recommend that Section 
4(h)(l) and 4(h)(2) (A) be amended to Insert the words "In all 
probability" before the word* "significantly increasa the mili 
tary capability of the country...".
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The Senate Banking Committee did not directly address the 
problem of licencing delay a In their preferred aaendmenta. How 
ever, that Committee did adopt very atrongly worded report lang 
uage, making clear Congreaalonal Intent that theae unconscionable 
delayt should be eliminated. This distinguished Committee should 
directly addreaa thia problem by way of statutory language. Strong 
policy direction 1* needed at the highest level of government In 
both the Executive and Legislative Branchte. Without thia, no 
streamlining of th« process will be poaiible. More concretely, we 
propose that the Congresa should be kept Informed aa to the pro 
gress being made In reducing licetulig delays to the 90-day objec 
tive.

Section 10 of the Export Administration Act could be amended 
by the addition of a new paragraph (c) a« follows:

"'c) The semi-annual report required for the aecond 
half of 1976 and every second report thereafter 
shall Include a gunnery of those actions which 
have been taken or which are contemplated to 
meet or exceed the objective of approving or dis 
approving export license applications within 90 
days of submission, aa specified by Section 4(g)."

In addition, this Conmittee may find that its oversight: func 
tion will be strengthened, If the Act is extended on an annual - - 
rather than a 3 - year basis - - until you are satisfied that the 
delay problem has been properly addressed by the agencies Involved.

Without taking exception to the Joint Group's views, EIA would 
like to suggest that Section 10 of the current Export Administration 
Act should be first amended by the addition of a new paragraph (c) :

"Within 30 days after the date of this Act, the 
Secretary of Commerce shall convene a meeting of 
the heads of all departments and agencies In 
volved In the Administration of this Act to (1) 
prepare a detailed program for Improving the 
administrative processing of controls promulgated 
by virtue of this Act. The purpose of this pro 
gram shall be to shorten the domes)tic and Inter 
national review time and render decisions on all 
export license applications not later than 90 
daye after date of submittsi,
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(2) the Secretary shall report his implementation 
plan and start-up cost of this program to the Con 
gress within 90 days after the date of this Act."

In ETA 1 * opinion this superseding and complementing amend 
ment Is needed before the Secretary can follow the reporting 
requirements recommended in the Joint Group suggested amendment 
to Section 10.

Some of the chief difficulties encountered by Industry In 
dealing with export controls are administrative In nature. Among 
these are the unnecessary complexities of the Conmodity Control 
List (CCL) and the Export Administration regulations, the Insis 
tence on the unanimity rule by the Operating Comnittee and the 
assignment of sufficient numbers of appropriately trained person 
nel. The attempts to legislate such specifics would, we feel, be 
councerproduc tlve.

EIA recognizes that legislation must be broad in concept and 
scope and cannot correct each deficiency In a system which has 
such deeply rooted and multi-faceted problems. However, the lang 
uage in the Committee report should spell out the Intent of Con 
gress In no uncertain terms. In this way there can be no misunder 
standing by anyone of just what Is expected.

REGARDING COCOM

During the oral testimony you heard both Defense and State 
witnesses testify that the list of items embargoed by COCCH was 
available to U.S. Industry. This Is not the case. The United 
States publishes a Commodity Control Liat (CCL) . which we are told 
has the COCCM Items as well as those items unllaterally controlled 
by the United States. There is no distinction made on the CCL 
between a COCOM and a U.S. controlled item. U.S. Industry there 
fore Is under a competitive disadvantage, since It cannot identify 
those commodities which our competitors can sell without license. 
Our members c*n obtain from the British Board of Trade the control 
list for the United Kingdom. This we understand is close to the 
COCCM list. But It seems to us Incredible that we should be forced 
by our own government to such circuitous practices.

Inasmuch as COCCM is not bound by formal treaty we ask that 
the Congress, by amendment to the Export Administration Act, di 
rect that within 60 days of the Act being signed by the President,
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the Secretary either (1) supplement the Export Administration 
Regulation* with a faction containing the COCOH ll*t or (2) 
amend the CCL to show where U.S. and COCOH control* differ.

Further during the oral testimony both State and Defense 
stated that the other COCCM nation* do not allow person* from 
the private sector to attend cessions a* advlsora. This al*o 
la not the case. We have known instances where U.S. huiine**- 
own have represented their foreign subsidiaries at the request 
of the foreign government during the negotiations. We suggest 
that our government agencies be directed to utilize the private 
sector in their COCCH deliberation*.

OH BOYCOTTS

We do not believe that additional language relating to the 
Boycott Inue need be added to the provisions of the current 
Act. The declaration of policy by the Congress (in paragraph 
(5) of Section 3 of the Act), effectively exprease* the senti 
ment* of the EIA regarding reitrlctlve trtde practices. Imple 
menting regulations governing requests to engage In Boycotts, 
Issued by the Department of Commerce (*) am more than adequate 
to the situation. The present regulations requiring report* 
frost exporters, agents , and banks...and the further requirement 
and Immediate (bowing of action taken.. .represent firm policy 
and snforcement practice against discrimination. Additionally, 
state and federal anti-discrimination laws are preiently avail 
able to address this f.rea.

Similarly, where economic discrimination is demanded, our 
anti-trust law* are the existing and appropriate relief.

Aa we stated earlier, legislation intended to enhance U.S. 
export potential while at the same time controlling oversea* 
trade in commodities with military aecurlty importance, la addres 
sing questions of such complexity that it should not become a 
vehicle for hasty amendments and titles not directly germane to 
the subject. This is particularly so when discussing boycotts., 
a subject that requires a rather deliberative and reasoned ap 
proach .

* PART 369, OFFICE OF EXPORT ADMINISTRATION REGULATIONS, 369.1-5.
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THE BUCY RKPOKT

For years, the Congress has heard • repeated litany of 
complaint* from • high technology segment of U.S. Industry 
abaut the ineffectiveness, Ineff iciencles. and Inequities of 
the U.S. export control policies and procedures. Even Adminis 
tration witnesses have testified that there is an urgent need 
for significant improvement.

Two recent studies, the GAO report on the Government's 
role in East-West Trade, and the report of the Defense Science 
Board on Export of U.S. Technology (the Bucy Report), have both 
concluded that the present system of controls excessively re 
stricts the ability of U.S. industry to compete in international 
trade without effectively controlling the transfer of technology 
considered significant to the national security interests of the 
United States.

While the conclusions and recommendations of the GAO study, 
as well as the expressed intentions of various Administration 
officials, were to seek to Improve the operation of our present 
product-oriented, c*se-by~case system, the Defense Science Board 
Task Force took a fresh look at our established national need to 
control the transfer of advanced technology and evaluated that 
need in the light of today's world. Their conclusion was that 
"...a new approach to controlling technology exports is overdue." 
The new perspective is based upon the establishment of meaningful 
policy objectives and the consistent application of that policy 
to the control of key design and manufacturing know-how. Pro 
duct controls would be limited to critical item* of direct mili 
tary significance. This is a much simplified statement of tne 
findings of a panel of highly competent government and industrial 
representatives, but It Is this essence which we feel should '-e 
the basis for structuring a new U.S. export control system.

The efforts of the Bucy panel were focused primarily or 
recommendations for the establishment of a sound approach and 
effective policies from the Defense Department standpoint for a 
U.S. system of export controls. The matter of how those policies 
should be Implemented was considered to be beyond the scope of 
their charter.

The Bucy report cannot be considered an overall blueprint 
for such a new control system or for enabling legislation. The
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Commerce Department has the primary responsibility for control- 
lint the export of strategic non-Munitions List product* and 
technologist. Th« State Department and the Department of De 
fense are aislgned consultative responsibilities. The Bucy 
Report represent* an effort sponsored by and for the Department 
of Defense «od It should be considered In that context. The 
Importance of economic Issue* tc the national military tecurlty 
require* that such consideration* be factored into the proposed 
export control policy. Dlplonatic requirements must also be a 
part of the decision equation. It 1* therefore essential that 
Defense Department views, while important, not be permitted to 
become overriding.

The matter of pragmatic implementation of such policies re 
present* a major problem of critical dimensions. Many of the 
control concepts of the Bucy reports are adequately defined for 
the purpoee* of their assigned itudy effort but are open to 
serious disagreement when applied to an operating systcn of con 
trol*. For instance, the Bucy report recommends that the export- 
ability of a product be determined on the basis of its "intrinsic 
utility." This) is acceptable at a conceptual statement but how 
will the "intrinsic utility" of any given product be determined, 
by whom, and In what context?

The Bucy panel recommend* strong controls on the export of 
"key technologic*." Here again, the determinant* for identifying 
key technologies are tubject to debate. Present experience with 
the Department of Defense shows an almost adamant tendency to 
reatriet the export of systems, equipment* and components that 
encompass technology, some of which predates World War II and is 
possessed by every developed nation in the world. Thus, we must 
atk - who will determine what 1* a key technology? On what basis 
will the determination be made?

Further, the Bucy report state* that "the U.S. should re 
lease to neutral countrie* only the technologies we would be 
willing to transfer directly to Comnunist countries." Is this 
to mean that U.S. Industry should close its plant* in Iirael, 
Spain, Mexico, Iran, Brazil, Malaysia and other frieadly but 
neutral countries?

In sunnatlon, we fully endorse the findings of the Bucy 
report on the need for an export control system consistent with 
today'* world.
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We agree that an effective mean* of controlling key design and 
manufacturing know-how, while ellmlnitlng the sxece**lve and 
counterproductive controls on m*ny U.S. product*, 1* fully In 
the interest* of national security. He feel that thii report, 
while not a foundation or blueprint for MW or aswnded export 
adnlnlttration legislation, doe* repreaent the Defence Depart 
ment'* input toward* the creation of «uch legiilaclon. Taken 
with inputa from other affected executive department* and from 
high technology Industrie* aa well, t' i Congrei* ahould be able 
to write legit la tion that will maximize the U.S. export posi 
tion economically while Insuring our military tecurlty.

IN CONCLUSION

EIA hope* that the Committee will give serious consider 
ation to theie proposal*. It 1* our view that the change* re- 
coanended would produce truly workable legislation, capable of 
contributing lubttantlally to our shared goal*.



APPENDIX 2

STATEMENT SUBMITTED BY THE WESTERN ELECTRICAL MANUFAC 
TURERS ASSOCIATION

The purpose of this statement is to offer WEMA's view on those 
national security provisions of the Export Administration Act that 
are of particular concern t:o the high-technology electronics 
industries. The statement will explain the problems posed by these 
provisions and recommended ways in which the Congress could amend 
the Act to place U.S. high-technology firms on a more competitive 
basis with their free-world rivals, while at the same time recognizing 
the overriding concern of maintaining our national security.

By way of background, WEMA is a trade association of over 750 
companies, located primarily in the Western United States. WEMA 
member companies share a common interest in that they are all engaged 
in sophisticated electronics and information technology. A prepon 
derance of WEMA member companies are smali-to-medium in size, designing 
and manufacturing sophisticated components and equipment for a 
number of end markets. Some of the types of products WEMA member 
companies manufacture are: semiconductor devices, such as transistors, 
diodes, and integrated circuits; test equipment such as oscilloscopes, 
signal generatjrs, counters and voltmeters; computers and computer 
peripheral equipment; calculators, telecommunications equipment, 
such as radio transmitters and receivers; and finally, components 
such as tubes, resistors, capacitors and similar items.

The sale of high-technology products abroad, such as those manufac 
tured by WEMA member companies, has been one of the prime areas in 
which the U.S. had continued to hold its own in the world marketplace. 
According to U.S. Department of Commerce statistics, the favorable 
balance of technology intensive exports over imports ranged from 
$7.5 billion to over $10 billion between 1957 and 1973. In 1974, the 
last year for which Department of Commerce statistics are available, 
the favorable balance of trade in these product areas was $10.7 billion.

Despite strong competition abroad, most WEMA companies have been

(506)
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successful in maintaining a technological lead over their foreign 
competitors and have performed well in the internati-nal marketplace. 
In a recent survey, 189 responding WEMA companies—whose sales 
volume amounted to slightly over $•» billion in 1973 or approximately 
SUt of the total sales of our entire membership—indicated that 27% 
of their 1973 sales came from the export of U.S. manufactured 
products. This is a substantial increase over several years ago when 
a majority of the respondents to a similar survey indicated that 
their international sales represented between 5% and 15% of their 
total volume. Many WEMA companies attribute well over 50% of their 
sales volume to orders from outside the United States.

Although at present only a low percentage of this international volume 
can be attributed to trade with Communist countries, these markets 
are of increasing importance to U.S. high-technology firms. Some 
figures may be helpful. In 1970, only $350 million, less than 1% of 
the $13 billion in U.S. exports, went to the U.S.S.R. and Eastern 
Europe. By 1975 this amount had grown nearly 8 times to $2.75 
billion. Although agricultural exports accounted for about two- 
thirds of this figure, industrial commodities have assumed consider 
able prominence rising seven-fold in the past ten years to nearly 
$1 billion in 1975. Technology intensive products represent about 
half oi this $1 billion figure, the market for such U.S. products 
in the Soviet Union and Eastern Europe having quadrupled from 1972 
to $430 million in 1974.

Export Administration Act

The provisions of the Export Administration Act pose particular 
problems to every U.S. firm selling high-technology products to 
the Communist countries. The Act is a living document and, as such, 
fully reflects the ambivalence with which the United States, and 
all capitalist countries for that matter, view the Communist 
countries and their ideologies. As the mood of the United States 
has changed from time to time, these changes in attitude have 
been reflected in various amendments to the Act. For example, there 
has been a shift from the deep hostility of the early 1950's to a 
more moderate position at present which recognizes the importance 
of reaching accommodations short of armed conflict. Improved 
communications forms an important part of this process and the 
Congress, in modifying the Act in recent years to permit an 
increased flow of non-strategic transactions, has recognized that
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commercial trade in peaceful goods can do much to stimulate 
communicat ions.

WEHA hopes that Congress will strengthen the policy of promoting 
constructive trad* with Communist countries in its consideration this 
year of the extension and modification of the Export Administration 
Act. To this end, this statement will review those areas of the 
export control process that are of particular concern to Congress 
and high-technology companies, and discuss possible legislative 
solutions to these problems. Some of these suggestions are expressed 
in S. .1084 as amended by the Senate Committee on Banking, Housing 
and Urban Affairs, and others originate with WEMA. WEMA urges their 
adoption as a means of enabling U.S. firms to better compete with 
their West European and Japanese counterparts in the expanding 
markets of Eastern Europe and the People's Republic of China.

Technology Transfer

The Senate Committee on Banking, Housing and Urban Affairs and the 
Defense Science Board Task Force Report have each expressed concern 
over the looseness of existing controls over the transfer of 
technology. WEMA shares some of this concern, but believes that the 
innate good sense of U.S. businessmen to retain their most important, 
latest technology and the existing technology controls exercised by 
the Commerce and State Departments are adequate to prevent the 
transfer of vital technology to our potential enemies.

WEMA supports any recommendations that would lead to the development 
of a simplified system of evaluation which would speed the processing 
of license applications for specific products. However, WEMA does 
have certain concerns with recommendations made by the Senate 
Committee on Banking, Housing and Urban Affairs and the Report of 
the Defense Science Board Task Force.

Senate:

Section 105 of S. 3081 requires any person who enters a protocol 
agreement which may result in the transfer of U.S. technical data
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or other information to any nation to which exports are restricted 
for national security or foreign policy purposes to report such 
transaction to the Secretary of Commerce within 30 days.

WEMA does not object to the concept of this amendment, but would 
like to see some clarification of the phrase "to which exports 
are restricted for national security or foreign policy purposes." 
This phrase as written could be read to include countries to which 
exports are controlled other than those covered in this Act. Such 
ambiguity could be corrected by modifying the language to read 
"or to any nation named by the President pursuant to the last 
sentence of Section 4(b)Cl) of this Act," as amended by S. 308"*.

The Senate also proposed that export controls should be administered 
in such a way that "U.S. policy toward individual countries shall 
not be determined exclusively on the basis of a country's Comnunist 
or non-Communist status, but shall take into account such factors as 
the country's present and potential relationship to the U.S., its 
present and potential relationship to countries friendly or hostile 
to the U.S., its ability and willingness to control retransfers of 
U.S. exports in accordance with U.S. policy, and such other factors 
as the President may deem appropriate." Although the author of this 
amendment reportedly intended this rewording to promote flexibility 
in the application of controls and a loosening of controls over 
certain Communist countries, it is equally as susceptible to being 
interpreted administratively as authorizing the institution of 
controls over presently uncontrolled countries and further rigidifying 
the export control system. The Senate Report on page 9 states that 
"the bill is intended to diminish the tendency for rigid cold war 
perceptions of national security to dominate the export control 
process." On page 8, the report states that the present wording of 
the Act forecloses new market opportunities in Eastern Europe and 
Asia despite the changing character of relations and ignores the 
possibility, however remote, of potential threats to the nation's 
security from entirely different parts of the world. If the intent 
is as stated, this amendment should be rewritten to clearly reflect 
this point of view and would then be wholeheartedly supported by WEMA. 
But, as written, the inherent ambiguity precludes such endorsement.
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Defense Science Board Task Force Report:

WEMA agrees with the finding of the Defense Sciente Board that 
active transfers of design and/or manufacturing knowhow, especially 
those of a revolutionary ^ure, are most critical and should bi: 
subjected to the greatest .Licensing scrutiny, with correspondingly 
less effort and more rapid processing on less critical cases.

Examples of these less critical cases would be product exports 
accompanied by minimal amounts of operating and/or maintenance 
instructions and containing either miniscule amounts of strategic 
technology or containing strategic technology so embodied as to 
be virtually non-extractable.

WEMA member firms also welcome the suggestion of the Task Force 
to reduce dependence on end-use information, particularly so far as 
the licensing analysis of specific products is Concerns'1. On the 
other hand, they are troubled by the additional suggestion that 
reliance on commercial specifications also be reduced in favor of 
something called the "intrinsic utility" of the product. If this 
means a streamlining and simplification of the license process, 
a sharper review and elimination of obsolete COCOM controls, and 
reduced concern about products containing non-extractable embodied 
technology, WEMA is certainly in favor of the suggestion. If, 
however, it means more restrictive licensing practices and little 
or no attention to retiring obsolete/obsolescent COCOM controls, 
WEMA would be opposed to the suggestion.

WEMA is also troubled by the Task Force recommendation that "the 
U.S. should release to non-allied, non-Communist countries only 
the technology we would be willing to transfer to Communist 
countries directly." WEMA believes this recommendation would have 
far reaching adverse effects if it were carried out. High-technology
U.S. firms would be virtually unable to support licensing or 
manufacturing activities in most of the Western nations. It would 
also be impossible to provide advanced technology to these countries 
to say nothing of turn-key facilities, advanced equipment, particu 
larly that requiring extensive operating and maintenance instructions,
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etc. In addition to economic dislocations, the ensuing diplomatic
furor and resulting political repercussions caused by such a radical
shift in U.S. policy would be intense.

WEMA does share some of the concern that prompted the Task Force 
to make such a recommendation—that the reexport regulations of 
most non-COCOM Western countries are either nonexistent or so 
limited that an unscrupulous and determined person or organization 
could freely reexport important U.S. technology. WEMA believes, 
however, that the vast majority of these transfers are to responsi 
ble firms and individuals who use the technology in their own 
countries and have not the slightest intention or inclination of 
diversion. These firms and individuals have signed end-use 
statements agreeing to prevent diversion, and most make strong 
positive efforts to guard against such possibilities. WEMA 
believes that the U.S. is justified in continuing to trust these 
individuals and firms and that technology transfers should be 
continued with, perhaps, increased U.S. scrutiny abroad as the 
GAO Report has recommended. In my event, the draconian restrictive 
measure suggested by the Defense Science Board Task Force should 
be avoided.

A more general concern that WEMA members express about the Report 
is that it was comnissioned by only one of the many involved 
Executive departments--the Department of Defense. WEMA feels that 
such a report would gain in credibility were it to be commissioned 
by all relevant departments and conducted at least in conjunction 
with the Technical Advisory Committees. Such a study would be 
truly representative of all concerned.

Technical Advisory Committees

The major function of the joint business/government Technical 
Advisory Committees is to review and make recommendations on the 
U.S. unilateral and COCOM controls in terms of current U.S. tech 
nology and U.S. strategic needs. These committees were authorized 
for this purpose by Congress in the Export Administration Act 
amendments of 1972 and their role was subsequently strengthened by
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the 197U amendments in which governmental participation was made 
mandatory. These Technical Advisory Committees provide a useful 
and important function in exposing businessmen to the basic 
security problems of the U.S. and offering the government unique 
access to "state of the art" technical and commercial expertise 
which can be provided only by industry itself.

However, the Technical Advisory Committees have not been used 
efficiently. This is both a waste of an effective resource and a 
source of great frustration to industry participants. Specifically, 
WEMA feels that recommendations of the Committees must be taken 
more seriously. WEMA understands that on several occasions 
Committee recommendations apparently agreed to by all participants 
including those from government have either been ignored or 
rejected without further consultation or notification of the 
Committee.

For example, the Technical Advisory Committee on Computers worked 
with the National Bureau of Standards for over a year to improve 
the technical criteria required to more effectively measure computer 
performance. It appears that the new standards were rejected 
and, despite all this work, the same old, obsolete criteria will 
continue to be used. It is unfortunate that this has happened, 
but more disturbing is the fact that this Technical Advisory 
Committee has not received any reasons why its recommendations 
were unacceptable. In situations like these questions about the 
meaningfulness of the role of the Technical Advisory Committees 
are bound to occur.

Furthermore, WEMA feels that the terms of the industry members are 
too ahort. As it stands, industry participants on the Technical 
Advisory Committees are limited to a two-year term, whereas 
government members may serve indefinitely. The present limitation 
causes disruption and allows very little time for an individual to 
become familiar with the other members or work of the Committee 
before they are required to step down.

WEMA is pleased with an amendment proposed by the Senate Committee

74-77S O - 76 - 39
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on BanXingt Housing and Urban Affairs in S. 308"*. T' is amendment 
extends the terms of industry participants from twj to four years 
and requires that the Committees be informed of the reasons for 
any failure to accept any advice or recommendations which they 
may propose. Such amendment greatly strengthens the Technical 
Advisory Committees and the export control process as a result. 
WEMA urges r>is Committee to adopt similar language.

Licensing Delays

One of the most serious problems facing the high-technology industry 
today is that of excessive licensing delays. In this industry, it 
can be approximated that the average amount of time required to 
reach a licensing decision at year-end 1975, was nearly twice that 
of the 80-day average prevalent in mid-1971. These delays lead 
to discouragement within a company's sales force, customer unhappi- 
ness, late delivery penalties, cancellation of orders, and most 
importantly they put the U.S. at a competitive disadvantage with 
their tra^e rivals, Europe and Japan, who are able to obtain 
licensing lecisions more quickly.

The Congress, in an effort to stimulate speedier action, in the 
amendments of 197 U required that processing of license applications 
be acted on within 90 days of submission or that the applicant be 
informed of the circumstance causing the delay and be given an 
estimate of when a decision should be reached. This 90-day goal 
unfortunately has not been achieved, and the information provided 
in the 90-day notices has not been very helpful.

It is true that since early January, 1976 a concerted effort,to 
reduce licensing delays has been underway in the Commerce Depart 
ment. However, this cr-sh program is sure to be undermined by 
the recent substantial budgetary cut approved by the House 
Appropriations Subcommittee on State, Justice, Commerce, and 
Judiciary. This cut, if implemented, will of necessity result in 
a paring down of personnel which in turn will create a new bottle 
neck for license applications. The reduction in the current 
budget level aside, it is not clear that the Commerce Department
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would be able to sustain its present extraordinary effort. The 
Department clearly needi, the supplemental funds it requested to 
enable it to hire additional personnel.

The Senate did not address the problem of licensing delays in 
their preferred amendments although they did recognize and discuss 
the problem at some length in the Senate Report. The report 
pointed out that by the Commerce Department's own admission, 77* 
of the Communist country applications required up to 90 days for 
processing. It concluded by stating that "the Committee expects 
and urges the Administration to make continuous efforts to improve 
export administration and to examine and, as necessary, revise 
its practices to insure maximum efficiency and dispatch in the 
implementation of U.S. export control process."

WEMA feels that Congress must go further than merely encouraging 
the Commerce Department to meet the 90-day objective in Committee 
Reports. Strong policy direction is needed at the highest level 
of government in both the Executive and Legislative branches. 
Without this, little, if any, streamlining of the process will be 
possible. More concretely, WEMA proposes that the Congress should 
be kept informed as to the progress being made in reducing 
licensing delays to the 90-day objective. Section 10 of the 
Export Administration Act could be amended by the addition of a 
new paragraph(c) as follows:

"(c) The semiannual report required for the second half 
of 1976 and every second report thereafter shall include 
a summary of those actions which have been taken or 
which are contemplated to meet or exceed the objective 
of approving or disapproving export license applications 
within 90 days of submission, as specified by Section

Such a provision would enable Congress to keep abreast of Commerce's 
progress in this regard on a continuing basis rather than forcing 
them to rely on conflicting reports presented every few years at 
the hearings on the extension of the Export Administration Act,



604

would provide a written record for these hearings, and would serve 
as an incentive for Commerce to achieve, sustain, and better the 
90-day objective.

The Senate did propose an amendment that would require an applicant 
to be informed in writing of the specific statutory basis for the 
denial of any export license application. WEMA is in full support 
of this amendment and would urge this Committee to adopt a similar 
amendment that would go a little further. Specifically, WEMA 
would like the written statement to include the substantive or 
technical reasons for a denial as well as the statutory basis 
relied upon. This would give the company a real explanation for 
the denial and would help the company anticipate the outcome of 
similar license applications in the future.

Licensing of Display/Demonstration Equipment

Americans also find themselves at a disadvantage with their 
competitive free-world rivals in the area of displaying and demon 
strating their products at exhibitions, private showings, and 
technical symposiums because the licensing of goods for such 
products is subject to delays and other restrictive practices.

As pointed out by Secretary of Commerce Dent in a report dated 
May 29, 1973, the U.S. generally will not approve a license for 
temporary export of a COCOM list commodity for exhibition in a 
Communist co mtry if there is a strong likelihood a license for 
subsequent sale would not be approved. However, as Secretary Dent 
went on to note, Japan, France, Italy, and Great Britain follow 
a more liberal policy of freely licensing such temporary products. 
This disparity in policy results in the inclusion within the displays 
of U.S. free-world competitors of more sophisticated products than 
are allowed in comparable U.S. displays, thereby creating a better 
competitive image for our rivals and enhancing the sale of their 
other products.

WEMA maintains that this restrictive policy is unnecessary. A 
Communist country is not going 'to refuse to reexport temporarily
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imported products, little technology embodied in such products is 
extractable, and besides a Communist technician can easily attend 
exhibitions in the Western world in which these products are 
freely displayed.

The Senate did not address this problem in their offered amendments, 
but W:MA urges this Committee to put the U.S. on an equal footing 
with its competition in this regard. More liberal and rapid 
procedures to approve temporary expectations for display purposes 
should be instituted. Furthermore, WEMA believes that Congress 
should assume an oversight role in this process by adding the 
following numbered paragraph to Section t(b) of the Export 
Administration Act of 1969:

"(5) Not later than 9 months after the date of enactment 
of (the extension of the Export Administration Act) 
the Secretary of Commerce shall submit to the President 
and to the Congress a special report of actions taken 
under paragraphs (2) and (3). Such report shall contain 
a list of any procedures applicable to export licensing 
in the United Spates which may be or are claimed to be 
more burdensome than similar procedures utilized in 
nations with which the United States had defense treaty 
commitments . and the reasons for retaining such procedures 
in their present form."

Such language is already in the Act as Sectioi; i»(b)C»)(B) as a 
hold over from former years and as such no longer has any effect. 
This amendment could be actuated merely by revitalizing this 
provision.

Licensing Classifications

The Export Control Regulations are voluminous and complex, are 
available only by subscription and are updated 15 to 25 times a 
year. Large companies have employees who specialize in keeping 
up with these regulations. Small companies, however, because of 
their size and reliance on freight forwarders and other intermediate
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agencies have neither the need for nor financial justification to 
employ a specialist in export control regulations. Consequently, 
they are frequently baffled when it comes time to determine whether 
or not their products require export licensing.

The Senate addressed this problem in the most general terms by 
suggesting that the Secretary of Commerce explore ways of simplifying 
and clarifying lists of articles that are subject to export controls. 
WEMA cannot offer an ideal solution to this problem, but we can 
suggest a direction that Congress might encourage the Department 
of Commerce to take. Specifically, WEMA would suggest that the 
Department of Commerce review the British approach to the problem.

The United Kingdom Board of Trade issues a condensed listing of 
controlled products entitled the "Consolidated List of Goods Subject 
To Security Export Control." The industrial section of this list, 
as revised and issued on April 30, 1976, is tightly organized and 
is only 22 pages long. The list can be used along by a small 
exporter who wishes to determine whether or not his product is 
controlled,and also can be used by larger companies as an index 
to the more comprehensive list.

WEMA believes that, if this Committee would write its own 
amendment directing Commerce to establish such a supplemental list^ 
much of the mystery of the export control process would be 
dissipated for many small exporters.

Appropriations

In conclusion, it should again be pointed out that whatever changes 
the Committee may decide to make, Ccs-jscrce must have the funding 
to implement them. It is particularly frustrating to industry to 
see Congress making positive recommendations on the one hand and 
holding back the money required to implement them on the other.

In May, the House Appropriations Subcommittee on State, Justice, 
Commerce, and Judiciary refused to approve an additional $568,000 
requested by the Commerce Department to enable the Office of
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Export Administration to add 22 new positions to help speed license 
applications. In addition, it recommended that the Commerce 
Department use an additional $600,000 already appropriated to the 
Office of Export Administration to keep :wo trade centers open. 
The net effect of this $1.2 million cut will be to further slow 
the licensing process and to put American business at an even 
greater competitive disadvantage with their COCOM rivals.

WEMA urges the Committee members, as guardians of the course of 
business under the export control process, to advise their fellow 
members of the consequence of this proposed cut when it comes to 
the House floor for a vote. WEMA is sure that the objective of 
the Subcommittee who proposed the cut and the objective of this 
Committee are the same—to maximally expedite the licensing process, 
while at the same time insuring that our national security is 
protected. With too little resources, it would seem that Congress 
will be in a position to do neither.

When the House is -aware of these facts, WEMA would hope that 
they would vote both to restore the $600,000 appropriation cut 
and to allocate the money necessary to continue the operation of 
the trade centers from some bf 4get other than that of the Bureau 
of East-West Trade.



APPENDIX 3

STATEMENT OF THE COMPUTER AND BUSINESS EQUIPMENT MANUFAC 
TURERS ASSOCIATION

CBEMA represents the leading manufacturer! of computer and business 

equipment, media and supplies. Last year the combined revenues of CBEMA 

member companies rose to 32.7 billion dollars, of which 13.8 billion dollars 

were derived from foreign sales. Our member companies employ a total of 

621,000 people In the United States. Typically, our members receive from 

30 percent to over 50 percent of their revenues from foreign operations, 

and they seek not only to Maintain their share of current foreign markets 

vla-a-vls their foreign competitors, but also to gain a foothold in new 

markets early In their development to ensure the viability of the U.S. 

computer and ^business equipment Industry. CBEMA and its members were 

concerned about, and, therefore, participated actively in the review 

and revision of the Export Control Act in 1969 which led to the passage 

of the Export Administration Act. We participated also in the 1972 and - 

1974 extension and amendments of that Act. We have testified this year 

before the Subcommittee on International Finance of the Senate Committee 

on Banking, Housing and Urban Affaire, and before your Subcommittee on 

International Trade and Commerce.

The major problem for U.S. Industry In East-West trade Is that 

there is no clear U.S. policy. The U.S. must decide whether It wishes 

to trade or not trade with the Socialist countries.

The U.S., as a matter of clear policy, needs to protect the commer 

cial and technological lead Its high-technology industries have developed 

over the last three decades. To do this, a clear decision must be made 

to trade with the Socialist countries, and administrative export control

(608)
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procedure! Bust expeditlously serve Chat purpose. If the lack of clear 

U.S. policy and consequent export control procedure* continues to in 

hibit trade as it has, American companies will continue to expend 

resources to obtain orders for which the U.S. will not allow licenses, 

foreign competitors will continue to obtain comnercial orders by de 

fault, and thty will continue to develop critical footholds in Socialist 

markets which should go to American high-technology flrus.

We believe the Congress was right in turning towards export en 

couragement In the Export Administration Act of 1969. However, the 

amendments to the Defense Appropriations Authorization Act in 1974 

and the subsequent "Export Administration Amendments of 1974" have 

been Interpreted by sone as signals to turn the clock hack on the 

policy initiated in 1969.

CLEAR POLICY GUIDANCE IS NEEDED TODAY

The lack of clear statutory guidance, the resultant disper 

sion of authority and the differing departmental positions toward 

East-West trade have resulted In a process) which Is burdensome to the 

exporter without accomplishing the purpose of encouraging trade and 

protecting the national security of the United States.

CBEKA supports the policy set forth in the 1974 Act to restrict

••xpoits which would .make a significant contribution (with stress on

the tern "significant"), to the military potential of other nations.
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The Executive Branch states widely that U.S. trade and export policy 

concessions go hand-in-hand with security, political and military 

concessions from connunist countries. This is not the basis upon 

which we can build expanding coomercial relations in keeping with 

the policy pronouncements of the Export Administration Act. The Communist 

countries are deeply interested in trade with the U.S. in computers and 

the only realistic criterion that should apply to the denial of ex 

port licenses is national security — that is, those exports which 

would make a significant contribution to the military potential of 

other nations. Therefore. CBEMA strong recommends that the basis 

for denial of individual licenses be limited to short supplies and 

national security. The present Act limits the tern "national Inter 

est" to grounds for the denial of all trade with a given country (Sec 

tion 3(1)(A)). If business Is tt? have a sound base, "national interest" 

cannot and should not be used as a reason for the denial of specific 

transactions. We fully support this limitation and the rationale behind 

it. If such clear policy guidance is enactid, it will not only enable 

license procedures to be expedited, but also will supply a clear guideline 

against which licensing decisions can be judged.

When a U.S. export license for any product on the international 

Coordinating Committee (CoCom) list of embargoed Items Is granted, it is 

referred to CoCom for review in light of overall mutual security interests. 

However, when the U.S. denies an export license for reasons that are not
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readily linked to clear national security considerations, It automatically 

opens the door for our foreign competition to make a comparable sale, 

since CoCom's embargo responsibility centers on mutual security which 

equates to our national security^ This Is another strong reason to limit 

export controls to national security grounds.

However, even the term "significant" leaves Interpretation of 

this policy inttnt much too open. There, should be some test of the prob 

ability of an export making a significant contribution to the military 

potential of a recipient In the form of nore specific wording. Judging 

from the Department of Defense's testimony earlier this year, success in 

export control Is based on the delay of technology acquisitions, not their 

prevention. Clearly there Is an Inclination on the part of certain 

agencies to delay the acquisition by "controlled countries" of any conpu- 

ter export in spite of the Improbability of its making a significant con 

tribution to the military capability of the recipient, and in spite of the 

fact that the computer might be S to 10 years behind the state-of-the-art.

We recommend that the wording in Section A(h)(l) and 4(h)(2)(A) be 

amended to Insert the words "In «11 probability" before the words "signi 

ficantly increase the military capability of the country....".

Such an amendment will give the exporting community reasonable 

expectation that their license applications are being treated fairly 

according to the Intent of Congress in 1969, 1972 and 1974.
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The) Deputy Assistant Secretary for International Economic Affairs 

of the Department of Defense stated in this regard in testimony before 

the Subcoonlttee that, "our problem is to judge the extent to which a 

given export is likely to be put to military use and how significant 

such uae would be." That problea will remain whatever the statute 

Bight say. The problea for the exporter is the Interpretation of the 

statute.

This amendment will not change the present practice of judging 

each proposed export In terms of the likelihood of diversion to a use 

that would significantly increase the military capability of the country. 

Such an amendment will provide a more reallstice guideline against which the 

likelihood of diversion can be assessed. This is reasonable and in keeping 

with the Intent of Congress in Section 3 of the Act. We are not speaking 

of virtual certainty that «n export will, or will not, be diverted to 

significant military use. A greater likelihood of diversion is as easy 

to determine as a lesser likelihood, although the former guideline will 

cause lees hardship to the exporter while more reasonably and effectively 

serving the Intent of Congress.

NATIONAL INTEREST AND LICENSE DENIALS

In ortl and written testimony before the Subcommittee on Inter 

national Trade and Coiaoerce and earlier in this statement It is noted
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that member companies' license applications have been denied on "national 

Interest" grounds. Attached are copies of such denials.

The reason* given for denial are substantially identical in every 

case (with the exception of the cover letter to the denial dated 1969.) 

They provide virtually no Information to the applicant, and are stock 

phrases selected to conform to the requirements of the Export Administra 

tion Act that the exporter be given reasons for the action taken on his 

application.

Further, you will note that the reasons for denail given do not 

relate technically to the system supplied. Most of the activities of 

the applicant in pursuing his application for license are oriented toward 

providing technical Information and justification about the system and 

the relevance of Its capability to the needs of the end user. Thus, one 

would expect that the decision to deny would ordinarily be based on a 

technical deficiency In the match between the system and end user. Yet 

no data Is given to justify the denial, and consequently, the applicant 

1* given no opportunity or basis tc refute or appeal the rejection, nor 

any guidance for Improving or facilitating nis next license application.

S.3084 contains an amendment requiring that an exporter be given 

the statutory reasons for a licenet denail. This amendment will elimin 

ate the use of the term "national interest" In license denial forms. How 

ever, It addresses only a symptom of the major problem. The Committee 

Report on S.3084 states that the Committee asKuaea the exporter otherwise 

knows the technical reasons why his export license was denied. This is 

not the case.



614

In addition, in our Berbers' experience the relevant government 

agencies lack the resources to stay abreast of our industry's sustained, 

rapid technological progress, especially for coBnerclally oriented prod 

ucts. Thus, an application nay be Incorrectly evaluated on technical

•alters. These technical evaluations are the guides for those responsi 

ble for making the initial licensing decision and for those at higher 

levels if a decision Is escalated.

An exporter should be given statutory and technical reasons for a 

license denial (on his request). This is in keeping with the Congressional 

intent to ensure that realistic decisions are made based on a correct

•valuation of the technology embodied in a product to be exported. We 

believe it is also in keeping with the Intent of Congress as put forth In 

Section 9(4) of the Act. Of course, CBEHA realises that the Department of 

Commerce, or other agencies involved in the process, as a consequence of 

such a technical debriefing, should not divulge Information inconsistent 

with the national security or the foreign policy of the United States. But, 

CBEMA is concerned that an exporter's products be evaluated in a fair, compe 

tent and complete manner. In thla respect, our concern is similar to that of 

an exporter who desires to ensure that the documentation accompanying his 

product for CoCom consideration Is accurate.

If an exporter is given a technical debriefing, more efficiency, com 

petence and fairness will be accorded the exporter, very much in keeping 

with the balance between national security needs and the expansion of legiti 

mate foreign trade as called for by Congress in Section 3(1) of the Act. In 

addition, formal, written technical reasons will supply the basis for an 

appeal of the decision. We discuss the appeal Issue f .rther below.



615

So>e concern has been expressed that by amending the Act, ex 

porters could obtain access to sensitive Information. Section 9 of the 

Act provides currently a mechanism for providing information to exporters 

within the constraints of "national security, the foreign policy of the 

United States, the effective administration of this Act and the require 

ments of confidentiality contained In this act." Therefore, in re lonae 

to these concerns and in keeping with the structure and intent of the Act 

dealing with "Information to Exporters." it is recommended that Section 9(4) 

be amended to read;

"inform each exporter of the statutory and substantive 

or technical reasons why an export license was denied."

The two amendments outlined above will go some way to ensure an ex 

porter 1 * product of fair, competent and realistic ev.lmtion in light of' 

the Act. Clarifying policy guidance in regard to a product's probability 

o* significant military contribution, and requiring that a denial be ade 

quately justified, will reduce the probability of U.S. commercial relatira- 

shlps being subjected to arbitrary and questionable technical decie ons and 

political exigencies of the moment. Sound cosnerlcal relationships with, 

•nd strong American competitiveness In, East-West trade cannot exist under 

the present system.

CBEMA HAS SPECIFIC CONCERNS REGA^IHG 

THE EXPORT ADMINISTRATION PROCESS.

Obtaining a license decision for our members' products frequently 

Involves a processing time of anywhere from six months to 24 months in 

one case of recent record. There are several reasons for this. Today
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there are Insufficient numbers of technically-qualified people, In the 

right places, to adequately weigh the technical characteristics of prod 

ucts to be exported. Although the Office of Export Administration has 

requested an increase in personnel and its management is addressing its 

administrative difficulties, these efforts alone will not solve the prob 

lem. (We no^e tM« request !iaa been deleted by the House Appropriations Com 

mittee.,) To d«ue. although a sizeable amount of the del v can be attributed 

to the bottleneck in that office, another bottleneck exiles at the next 

level ~ the Interagency Operating Committee. This comnlttee meets only 

once a week to advise the Comnerce Department on individual licensing matters. 

It* members, 'who participate in this function in addition to other duties, 

are not technically qualified and must continually seek Instructions from 

their agencies).

The Export Administration Act must be amended to provide an effec 

tive substitute for the present system. We recommend; Requiring that 

those agencies most concerned with the national security aspects of export 

administration provide permanent liaison offices to the Department of Com 

merce. These offices must be manned five days a week with adequately quali 

fied personnel to technically evaluate export license applications from the 

viewpoint of their individual agency's national security interests. Other 

agencies should be consulted separately by the Department of Comnerce, as 

appropriate.

The Operating Committee operates on the basis of unanimity which 

effectively allows any member to veto any license application. The Operating 

Committee la a decision-making body, contrary to whac administration spokes 

men have testified. It Is a tine consuming, negative filter.process weighted 

on the side of denial through the unanimity practice. Theoretically,
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the Operating Committee reports to the Advisory Committee on Export 

Policy (ACEF) composed of the Assistant Secretaries of the concerned 

agencies. In our opinion, Operating Comittee members often endorse 

a single member's dissent in order to avoid Involvement in further con 

siderations o(f controversial case* at higher levels within their own 

agencies. This Is borne out by the notation In the recent General 

Accounting Office report, "The Government's Role in East-West Trade: 

Problems and Issues," where It is stated that the Advisory Committee on 

Export Policy almost never meets, its working being carried out by the 

Operating Committee. Thus, Industry rarely appeals to the ACEP since 

the staff analysis for the ACEP members will be performed by the same person 

nel as made the initial decision. We also recommend In this regard that s 

smaller version of the present Operating Committee, permanently manned on a 

full-time basis from such agencies as the Department of State, the Department 

of Defence, and the Energy Research and Development Administration be esta 

blished, without v«!to power, to "advise and consult" (as required in the 

present Act) with the Department of Commerce — again, on matters pertaining 

to national security. Other agencies could be consulted, aa appropriate, on 

an ad hoc basis.

After receiving advice from concerned agencies, the final decision 

must be made by the Department of Commerce. The current rule of unanimity 

must be replaced, the present Byaten does not allow policy decisions to be 

made by the appropriate department and at the appropriate policy level.

74-tll 0-18-40
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EXCEPTIONS CASES

Large Initial Investments by our member companies have been made 

In the Socialist market* under the presumption thac the volume and quality 

of such trade would Increase. To a'great extent, many of our products will 

be exceptions cases due to the CoCoa guidelines. These are not normal 

license* applications, and they should not be treated as auch.

Because of their nature, these cases require policy decisions that 

cannot be made at the Operating Committee level based on technical evalua 

tion alone. If these exceptions cases are treated in the normal manner, 

lengthy delaya and almost certain denials on technlal evaluations at the 

Operating Comulttee level reault when what is needed Is a prompt decision 

on whether, for policy purposes, the product is licemaeable. Thus, we 

recommend that exceptions cases go immediately to the Advisory Committee 

on Export Policy where this deteralnatlon can be made, bypassing the Operating 

Committee and, thus, avoiding unnecessary delaya. The system at present forces 

decisions at a low technical level when the problem is not commercial specifica 

tions but policy. Immediate submits Ion to ACEP will speed up the licensing pro 

cess on these exceptions cases, will oblige the decision to be made by the right 

people, and will enable the applicant to direct his assistance to the real prob 

lem and to save time and money on following up on his application.

The exporter in these exceptions cases should also have the right to 

consult with the ACEP on any Issues the license nay present, and, In the 

case of a denial at this level, to be advised of the reasons for a denial.
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APPEAL OF LICENSING DECISIONS

CBQfA has in earlier testimony made comments about th'e appeals 

process for a license denial. We have reviewed further our member'* 

views of the appeals process. It is our understanding that a full-time
•

attorney has been assigned to process appeals within the Bureau of 

East-Weat Trade. We believe, however, that the Department of Commerce 

Misunderstands what is required by business in the appeals process. 

Hhether the license was correctly processed and those required to make 

decisions on the application did consider and Bake the decisions should 

only be part of the review. We believe that the appeals process should 

constitute a de novo review of the license application. Denial of an 

export licenae application represents a 1udg»ent on the part of various 

government officials about the proposed export. Thus, what is needed is 

a revaluation of the data presented both by the applicant and the rele 

vant government agenciea, but at a higher level within the concerned 

agencies. Thus, we recommend that the appeals proceas be Bade a com 

plete substantive and procedural reconsideration of the application.

THE TECHNICAL ADVISORY COMMITTEE PROCESS NEEDS IMPROVEMENT

The Act provides for the establishment of Technical Advisory Com 

mittees manned by members from government and Industry, appointed by the 

Secretary of Commerce for specific industry sectors when he might have 

difficulty in evaluating export controls.
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Under these provision* our Indtiftry has devoted significant 

and money to provide • basis for a realistic export policy for 

computer systems' In • cooperative effort with technically qualified 

government representatives. Thli is «n sire* which our members feel 

Is very important, as the Technical Advisory Committees should be 

the basis for critical dialogue between Industry and government.

CBEMA is encouraged by the Amendments adopted in S.3084 which 

strengthen and increase the role of tht Technical Advisory Committees 

!• the export control process. We fully support those amendments.

One a»endment would extend the tern of non-government Technical 

Advisory Committee members to four years from the present two. This Is 

essential for continuity and effectiveness of the Technical Advisory 

Committee members.

Another amendment would require the government to Inform, in 

writing, the Technical Advisory Committees of the reasons for any 

failure to accept any advice or reconaundation* which they may make or 

render to the government regarding export controls within their arcaa of 

reaponslbtlity. This is also necessary to remedy the "one-way street" 

version of dialogue between government and Industry. These highly quali 

fied Technical Advisory Connittee reports have apparently not had any 

affect on U.S. policy. These reports disappear Into the labyrinth of 

government with no feedback. This amendment may not bring about a 

change in the Department of Defense's habit of not endorsing Technical
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Advisory Committee recommendations, but it may bring about a leas 

arbitrary and one-way Interface with private Industry. The need to 

juatlfy the decisions on Technical Advisory Committee recoonendatlons

may help to brlag about a store realistic export policy.

•

Furthermore, It should be made clear that the TAC's role is to pro 

vide advice on export control policy affecting their product sectors. 

CBEMA, and individual CBEMA members, who recommended the establishment 

of 'Technical Advisory Committees envisaged that these committees would 

ensure industry representation, not in the decision-making processes of 

government, but In the policy formulation phase that leads to the ultimate 

decision. CBEMA favors such an amendment to H.R.766S.

A matter of serious concern to the U.S. industry is the secretive 

manner In which negotiations in CoCom are conducted by our government. 

U.S. industry would welcome the opportunity to participate in policy 

formulation, as it applies to CoCom. This should involve a continuing 

dialogue and two-way exchange of Information between Industry and govern 

ment. We have observed that, In the computer field st least, the U.S. 

CoCom delegate in Parip Is given technological support by a representative 

°* a non-profit organization under contract to the Department of Defense. 

In the same CoCom negotiations, however, other delegations rely on repre 

sentatives of their own computer industries for technical support.
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We understand that this cooperation between foreign governments 

and their Industries also exists In other Industry sectors. The U.S. 

should give Itself the sane technical Information and practical advantage 

that accompanies such private sector representation.

The U.S. agencies assigned economic policy nust be represented at 

the CoCom negotiations. This Is in recognition of the fact that the negotia 

tions are based on balancing mutual commercial and security Interests. Only 

the U.S. negotiating team Is oriented so heavily toward only the security of 

this balance: The Department of Commerce should join the Department of State 

and the representative under contract to the Department of Defense.

A third provision of S.3084 vhlch CBEMA fully supports would add • 

multilateral controls to areas In vhlch the Technical Advisory Committees 

are to be consulted. This also is necessary, considering the multilateral 

bails of U.S. export controls.

However, In this regard the Senate bill does not go far enough in Its 

advocacy of the private sector's input into export controls. The Technical 

Advisory Committees should be represented and supply Input at the CoCom nego 

tiations themselves.

One other main deficiency exists in the operation of the Technical 

Advisory Committees. Industry members participate as individuals, not as 

representatives cf Industry; and although rose of the Input to committee
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deliberations come fro* Industry, individual •sabers cannot report 

to their parent companies anything that transpires In committee execu 

tive sesslona, although government Berbers of the conBittees communicate 

freely with their parent agencies. The Technical Advisory Committees' 

operations at present are clearly one-way dialogues, and not as Congress 

Intended then to be.

This systeta leads to inefficiencies and deficiencies in the func 

tion of these committees. Industry members are chosen for thler know 

ledge of a certain produce group; however, no member can be a specialist 

In all Batters being discussed In the TAG forua. In order to provide timely, 

accurate and qualified advice on a wide variety of products and export 

controls, a member must have access to the information and advice that can 

only be provided by specialist in his company, in other TAC's, or elsewhere 

in the industry. Government . .preservatives are free to draw on such tech 

nical support. Further, subject areas of different TAC's often overlap. 

Duplication of effort is one result. Logic would dictate that TAC's be 

allowed to connvnlcate with one another for the sake of clear, more con 

sistent, more constructive, and, thus, more useful advice on export controls. 

Clearly the TAC's would perform their function much more competently if both 

industry and Government members are allowed technical support for this very 

critical role In the export control process.

There need be no problem with the security classification require 

ment for information. Inter-industry communication can be limited to 

that between TAG members and others who have security clearance for such 

information, as is regularly done with defense contracts. Congress can 

give a directive to provide for an efficient..expert nnd balanced advisory 

role for the Technical Advisory Committees.
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In summary. CBEMA endorses the Senate Banking Committee's amend 

ment » to 1) Extend industry Technical Advisory Committee membership to 4 years; 

2) Extend the scope for Technical Advisory Committee consultation; 3) Require 

feedback to Technical Advisory Committees on their recommendations. We also 

urge the Committee to: 1) Provide for Technical Advisory Committee support 

and Department of Commerce'» representation at the CoCom negotiations and 

2) Permit inter-industry comnunicationg on Technical Advisory Committee 

deliberations.

REVISION OP CONTROL LISTS

"he Senate bill, S.3084, requires that the Department of Commerce, 

In cooperation with the appropriate Technical Advisory Committees review 

existing U.S. unilateral and multilateral controls to determine whether 

such controls should be removed, modified, or added in order to protect 

the national security of the U.S. In S.3084 the results of such review 

are to be reported to Congress within 18 months, which is one-half of the 

extension period provided for In the current bills. The time required 

should be 9 months, at maximum.

Our Industry Is characterized by very rapid, sustained technological 

changes. The speed and manner with which control lists are presently re 

viewed Is most deficient. The last review of our industry sector began in 

1972; the results of this last review, ' h was completed in 1975, only 

recently have been released to U.S. Inu . . Th<> review previous to this 

one was completed In 1969, 7 years ago. Thus, the control lists, when 

finally negotiated to approval, generally reflect technological levels 

several years old. A new review of present lists must begin Imnediately
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and must be reported to Congress •» soon as possible. The Technical 

Advisory Committees will be quite willing to participate In this 

activity despite their member's respective primary responsibilities 

toward their parent companies, the relevant government agercies to be 

Involved in this review should be ready to respond In the same manner.

COMMENTS ON THE BUCY REPORT AND CBEMA'S RECOMMENDATIONS

While the conclusions and recommendations of the GAO ttudy, as well 

as the expressed Intentions of various Administration officials, are to 

seek to Improve the operation of our present product-oriented, case-by- 

case system, the Defense Science Board study team took a fr«sh look at 

our established national need to control the transfer of advanced tech 

nology and evaluated that need in the light of today's world. This 

prestigious body did come up with some very thoughtful findings.

He support the report's conclusion that "a new approach to control 

ling technology exports is overdue." And, ws would agree with the report's 

essence, that any basis for new export controls should be based on the con 

trol of key design and manufacturing knowhow, and that product controls 

should be limited to critical items of direct and significant military 

significance. If less critical cases are processed quickly, as they 

should be, acre time and resources will be freed to allow for a more 

thorough yet more rapid examination of "key" technology exports.

However, a major problem of critical dimensions is implementation of 

such a new export control policy. This problem VLB beyond the scope of the
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Defense Science Board. For example, the Report suggests commercial 

specifications t reduced in favor of something called "intrinsic 

utility" of the product. If this means a streamlining and simplifica 

tion of the license.process, a sharper review and elimination of obsolete 

CoCoa controls, and reduced concern about products containing non-extractable 

embodied technology, our group would be in favor. However, who would deter- 

nlne "intrinsic utility" or "key technologies?" On what basis? In what 

context? And would the U.S. be able to get its CoCom partners to agree 

to such a system?

We are also disturbed about the Report's suggestion that the U.S. 

should release to non-allied, non-Communist countries only the technology 

we would be willing to transfer to Coonunist countries directly. Clearly, 

the economic dislocations in U.S. high-technology firms would be tremendous; 

they would be virtually unable to support licensing or manufacturing acti 

vities in most of the non-CoCoo Western nations. It would also be impossible 

to provide advanced technology to those countries. In addition to economic 

dial locations, the ensuing diplomatic furor and resulting political reper 

cussions caused by such a radical shift in U.S. policy would be Intense. 

This restrictive measure should be avoided.

Despite our approval of the essence of the report, it cannot be 

considered a blueprint for such a new control system. The Commerce 

Department has the primary responsibility for controlling the export 

of non-Munitions List products and technologies with the State Department 

and Department of Defense assigned consultative responsibilities. The
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Bucy Report represents an effort sponsored by and for the Department of 

Defense and should be considered In that context. The TAC's which have 

been heavily involved In these Issues were not participants In the report. 

The findings would affect computers, a key high-technology export, although 

there was no Subcommittee covering this Industry. The Importance of econr-lc 

and political Issues must be a part of the decision equation. Any new export 

control policy must be balanced and complete. Such a report would gain 

credibility If it were commissioned by all relevant departments and con 

ducted at least in conjunction with the TAC's.

MORE BALANCED STUDY IS NEEDED

Clearly, more comprehensive and balanced study of the Bucy Report - 

end of the feasibility of Its implementation is needed.

CBEKA endorses the GAP recommendation in this regard with one major 

addition. This recommendation is as follows: «

"That the Secretary of the Treasury as Chairman of the East-West 

Foreign Trade Board:

1. Direct the Council on International Economic Policy 

to initiate a comprehensive study of technology trans 

fers and their impacts on national security and domestic 

« Ouoray.

2. Determine the organizational requirements and objectives 

in monitoring International transfers of technology to 

and from the United States, characteristics of these
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transfers which should be monitored, and 

•ethods which could be used In concert with 

the CIEP study.

3. Designate the Agencies to'be responsible for these 

objectives through implementing all or part of the 

monitoring program.

4. Designate scientific and technological transfers 

a* a key Intelligence question for Central Intel 

ligence Agency reporting."

The major addition would be that private industry should partici 

pate to provide a comprehensive and balanced study of the issues.

TRAMSPER OP TECHNOLOGY

One Senate amendment requires my person who enters a protocol 

agreement which may result In the transfer of U.S. technical data 

or other information to any nation to which exports are restlcted for 

national security or foreign policy purposes to report such transaction 

to the Secretary of Commerce within 30 days.

CBEMA does not object to the concept of this amendment, but would 

like to ace some clarification of the phrase "to which exports are res 

tricted for national security or foreign policy purposes." Thin phrase
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•s written could be read to Include countries to vhclh exports are 

controlled other than those covered In this Act. Such ambiguity could 

be corrected by substituting language to rend "to any nation named by 

the President pursuant to the last sentence of Section 4(b)(l) of this 

Act." This "last sentence" referred to la that added to Section 4(b)(l) 

of the Act by Section 103(a) of S.308A. In this regard, we also support 

Section 103(b) of S.3084 which strikes the references to "controlled 

countries."

REEVALUATIOK OF EXPORT CONTROL POLICY

The Senate also proposed that export controls should be administered 

In such s way that "U.S. policy toward Individual countries shall not be 

determined exclusively on the basis of a country's Coonunist or non-Comtunlst 

status, but shall take Into account such factors as the country's present 

and potential relationship to the U.S., Its) present and potential relation 

ship to countries friendly or hostile to the U.S., Its ability and willingness 

to control retrensfers of U.S. exports In accordance with U.S. policy, and 

such other factors as the President may deem appropriate." Although this 

amendment reportedly Is Intended :o promote a loosening of controls over 

certain fomnunist countries. It is equally susceptible to be interpreted 

administratively as authorlxlng the Institution of controls over presently 

uncontrolled countries. If the Intent was as stated, this amendment should 

be revritten to clearly reflect this point of view and would then be sup 

ported by CBEMA. But, as written, the Inherent ambiguity of Section 103(a) 

of S.3084 precludes our endorsement.
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REVIEW OP COCOM DOCUMEKTATION

The amendment in S.3084 to require that an exporter be allowed to 

ensure the correctness of documentation accompanying his product to 

nultilateral negotiation* is a necessary one. In our member's exper 

ience, such documentation can, and has been, significantly different 

than that submitted by the exporter. This can make a tremendous 

difference in the likelihood of an export's approval, a likelihood 

the exporter should be informed of in this manner.

APPROPRIATIONS

Earlier in this testimony we pointed out that we have found the 

license processing tine to be extremely lengthy. As a solution, we 

recontended full-tine, technically-qualified personnel support for the 

Interagency Operating Committee. And we supported an Increase in the 

number of qualified technical personnel In the OEA Itself. This expan 

sion will afford the exporter faster licensing time and more competent 

•valuation of his product's license.

It is true that since early January, 1976, a concerted effort to 

reduce licensing delays has been underway In the Commerce Department. 

However, this crash program is sure to be undermined by the recent 

substantial reduction of OEA's budget request approved by the House 

Appropriations Committee. This reduction, If Implemented, will of 

necessity result In a paring down of personnel which in turn will 

create a new bottleneck for license applications. The /eduction 

in the current budget level aside, it Is not clear that the Coonerce 

Department would be able to sustain its present extraordinary effort.
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The Department clearly needs the supplemental funds It requested to 

enable It to hire additional personnel.

In May, the House Appropriations Subcommittee on State, Justice, 

Connerce, and Judiciary refused the Conferee Department $618,000 re 

quested by them to triable the Office of Export Administration to add 

24 new positions to help speed license applications. In addition, It 

ordered that DIBA keep two trade centers open. DIBA had planned to 

transfer the trade center's $639,000 of resources to Improve the export 

licensing process. These budget reductions will slow the licensing process 

If approved by Congress.

Whatever changes this Committee may decide to make, Commerce must 

have the funding to Implement them. It Is particularly disturbing to 

industry to sea Congress making positive recommendation* on the one hand 

and holding back the money required to Implement them on the other. 

CBEMA la sure that the objective of the Appropriations Committee and the 

objective of this Committee are the same -- to maximally expedite the 

licensing process, while at the same time insuring that our national 

security is protected. With too little resources, it would seem that 

Commerce will be in a position to do neither.

In sum, CBEMA recommends;

1) Clearer policy guidance that will remove the uncertainties 

and frustrations involved In the .export control process;
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2) In the case of a license denial, an exporter be given statu 

tory and substantive or technical reasons why a license was denied;

3) Permanent, technically-qualified liaison and support for the 

interagency consultation process to expedite license processing and Improve 

product assessment; '

4) Immediate referral of exceptions cases to ACEP, and the right for
•

an exporter to consult with ACEF on the application and on a license denial.

5) A de novo procedural and su'..' :-ntive review of license denials to 

•t least one administrative level above that making the denial decision;

6) Strengthening and expansion of the role of the Technical Advisory 

Committees (TAC's) by:

a) Extending the Industry membership term to four years.

b) Broadening the scope for TAG consultation to Include 

advice on U.S. and CoCom policy and'participation at CoCon 

negotiations.

c) Requiring that the TAC's be informed in writing of the 

reasons for any fallur* to accept'any TAG recommendations 

or advice they may render to the Government regarding export 

controls.

d) Inter-Industry communication for technical support for 

TAG members.

e) Allow for TAG technical support at the CoCora negotiations.

7) Department of Commerce representation at the CoCom negotiations;

8) Completion of a new review of U.S. and multilateral export 

controls by the Department of Commerce and Technical Advisory Committees 

within nine months.

9) A balanced study, Including industry, of the Bucy Report.
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10) Restriction of pzotocol Agreement report to countries to 

which exports are controlled for national security purposes.

11) Deletion of Section 103(b) of S.3084 which changes the 

basis for Imposition of national'Security controls.

12) Granting exporters the right to review the documentati m 

accompanying their case for CoCom review.

13) Provision of adequate funds to the Office of Export 

Administration.

If adopted, these recommended amendments will improve the Export 

Administration Act of 1969 as amended. They will help to lessen the 

grave difficulties and problems Government and industry face in East-West 

trade under the present export control system.

CBEMA will be pleased to provide your Committee with any further 

background information or assistance you might require.

74-712 O - 78 - 41
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U.S. DEPAmMCNT OF COMMERCE 
ounCAU or INTERNATIONAL COMMCHCC

WASHINGTON. DC. 20210

Office of Export Control

1969

Gentlemen:

Your applications Nos. covering a Model 
computing system with associated data processing equipment, magnetic 
tape, and test equipment, valued at f for the Douit>chc 
Keichsbahn, East Germany, have been denied, because the transaction 
was determined, after extensive interagency review, not to 1 e in the- 
national interest. Notification of Rejection forms IT 204A are enclosed.

Officials of the Office of Export Control discussed these applications with 
representatives of your firm on many occasions in the hope that a configu 
ration for the computer system could be found that would satisfy your 
customer and, at the same time, not represent an unreasonable security 
rick to the United Stales. In particular, a meeting was held with 
representatives, including three from their European sales staff on

at which time a representative of this Office explained 
in detail the most recent guidelines under which computers arc approved 
for Kaetern Europe. At that time, the East German Railwny case was 
specifically discussed, and it was pointed out that it exceeded our guidelines 
in a number of respects. '

We are aware that has made continuing efforts to 
accommodate the strategic concerns \\liich were brought to their attention. 
Indeed, the present applications for Hie Modi I system represent a 
substitution for the Mode for which applications were originally 
submitted. A;; laic as submitted a new con 
figuration in which an rUlrmpl was made to 1< ssen the1 lici-n .ini; problem 
by reducing the number of disc drives. Unfortunately, this reduction was
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accompanied by a marked increase in the number of rcmoio terminals 
(• which are also of concern. This new con iguration 
was reviewed by tlic Commerce Department and the other igencics that 
adviuc us on U.S. export controls. It was determined tha a computer 
of the power of the Model and with the memory capai ly of the 
proposed installation, equipped, as in this case, with a la ge number of 
remote terminals, is the equivalent of the commaiul/contr >1 computer 
systems used by our Department of Defense for strategic nililary 
purposes. It was agreed that supplying a system such as i his to East 
Germany would represent a significant security risk and tliat the 
applications should be denied.

I regret the Ion;; delay in reaching this decision, but we felt it was 
necessary in such an important case to explore thoroughly whether there 
might be a basis for approval.

Sincerely,

\ .. , -
Jolm R. Collins
Director
Scientific and Electronic
Equipment Division

Enclosures
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*m IT- MI- A 
iiu*. i n ui 

1

<*

NaiMof f~~ 
.Applicant ' 
Addresi

(Strwt. 
CtUr.
t*M.

•UU) |^

U. S. DEPAHTMrNT OF COMMtRCE

ftircau of International Cornorco 
Office or EJcport Control 

NQliriCAIlUN OF KI'JI&TION

J

Th« Hem* circled below explain the rcasonU) for lUJJgCTJON of the 
export license nppliealiuufs) luted •lxi\e.

1. Iht approval of the applications) Is contrary to the national Interest. 
S. I*rlee(a) shown on the applic.itionfn) in (are) considered excessive.
ft. Th« (applicant's) (intrri'ieih.-itc con* it; lire's) (ultinmle conjtnnco's) 

(purchaser's) •spoil prinlexrs huvc been (denied » (.-uajicndcd).
4. No quota for the commodity specified has been established for

.
(C

ft. Refer to attached noticc(s).
t. After careful initial review 

Appeal! Board cousiilcn.iinn 
would itol l>c in tltc national i

•{deration l<y the Appeal* M 
Procedure established in Sect 
Schedule. Your .iriTal THU.- 
nqulrementi of Section ^-ti '> 
grounds for the ni>|irat, (ind ( 
•tunild be Q'ld.ClU'd to thr I'l
and It will he tr.inunitud to t 
Board will be final. 

T. Other r*Moii(*)/Remarks:

_i_— JPJKLjroaflutcrjyp ten

««M'r)

of your ap|>eal \vMeh did not renueit 
it has been drtci mined tliat arpro\al 

nteiust. You may npiieal tins dcicimi-

oanl. in aceoidanrr uith the Appcnli 
on 331 I of the Comprehensive Kxpott 

t be pit-pared in accordance with the 
(f), anil must ckarly state: (1) tlic 

) the ruhcf renuc^itrd. Such an appeal

ie Appeals Hoard. The decision of this 

proposed Hfi eon3ldOrftrt "^

"**""*'

*

. "* 196Q
,V|..l.u.l> R>lci.i»« N.l.i.

C- "*"""' El cctr-nlc co^ui.c.a, .lit 
pj» -.a_ncc-for cl 'Ctronlc -dota-proc >: 
macl'nes; record ng nnpiollc tapo

»«lu. .<« u N.U).

7'li?Oj TltjV?. 1 '/110

D' itacht Rnlch: oihn

Enst Ocrnnny

taril v _alpn1J'Jrj nt Afl 4 t. nTrrnrtr:

nna, (Soe aU'.ched latter)

»• xlTE"JTCT£D
s'TK f.'-'IT TO f.'FFAl MtirT
f * "'1V ' *'""'" ' J **"* '

'•: B^T. OF COrAYERCc

NOIH: Thi-i .-iHi'Mi MAV UK AlTTAl.Kn if it in<n.>T<( etimlil HHI.I of rv ,•,.(,.,„,• \ i:t r,\ )ii |t or <li" u<iMi,tiOn u|i«n ()>c r«|>i>li 
rant. The .Tl'pcil jinii-iltlir n '.uthnL-il in lli^ cutn'nt lomj'"!"''^"? ):N|'"'< Nlmdili il'.ul ;;.v • «ln.S m.iy !»• [..ncln cil 
from Any )>rfi.trliMrnl o( Cuinntcice Held oihcc, or from Uu- .SupcrniU'iit;. m «f Jjocuincntv, C > ti niutni 1'iiiitiiir: Olnci.

**0f-l AMk|HtUnl*4 iu-r.-rinn«i.i.,in:s c cntlfjc i KloctroiU 

I'oi'.ipmrnl Divln nn
H-...I . I.I.,..,.,,, —————— 

WASHIM/I DSC.-.. I). ( . yy/ in

to
01
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Kxhibit II
MM UIIIUI/

ft-'n/in nan

NOTIflCATION OF DEJECTION OF EXPORT LICENSE APPLICATION

N...... ..I
A n.l. ....

V/0

714 (9) f,21; 7J1 (3) 621

>>.'.»J Q«,,,....Kied

inccno 
ii:i»iciu ID jfTtsii 1 ":,;

n.'i'x <s o.;rs jri^

9. Ai.ll.M.IM <'.<! I'., 10 li.t. .,1 A..il....... ,i,....

/

i,.I I', il,.
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Your application covering a . .,——I coinputr-r !;y:;tfiu with 

spare parts and supplies, with a total value of' of 
which thc-U.S. content wan valued at' .———___, for export to 
__ . • ———————<————• ' - •', Mosif.-ow, U.S.S.K., 

has been donied for reasons oi national security pursuant to 

the Kxport Administration Act of 196 9', as amended and oxtonOod.

Tlic subject system, dcuicjnatcd by tlic letter "A" on our 

Commodity Control ^ir.t, is a very larrjc and sophisticate! 

computnr cystoin with significant mil itary/^tratuy ic/intcli I'jonco 

application poscibilition. Tho computer system could not uo 
adequately saf0911.1 rded ayainr;t unauthorixed UBO. '

The U.S.* and itn COCOM allies liavo determined tluit nxpori.r- of•
such A-rat.orl coiiunoditins to Uaatcrd Jluropcnn count-.irj.as could 

contribute GO [significantly to the military/ntrntoyic c-ipabili.tiAn 
of theKO countries as to constitutes a potential thrust to thin
country.

> •
* * After cxloiinivn inl (iragoncy review, includany thn )ii(|ho'.l. li>vr>)a of

Govrrnmonl , wn havo Ijocn un.iljlr. to d<;ti'iminn I Inl. this r.yrL^in 
would bo u;iod <;olnly for thn purposi-K for which approval would 

be cjrantod. It thuu door, not junCify an oxcuption at t.lur. tuno 
to tho cjonuiral U.S. ond COCOM policy of non-approv.-il upplicablo 
to it.
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roi'iM Oil.'•rr1'
Kxhibit. Ill

C Co • ' -•>
•tt .".3 • -I 'I" .,•••... • . J,."., .;i:M>.'1(B«T>O

NOTIFICATION OF REJECTION OF EXPORT LICENSE APPLICATION

Ufti lnt|airt;i f •» itK*iM«« Ui.tt

BEWT/OEA/StEE

Add-,.. 
num. 
C«y. 4f< ill
l. AfplkJinii. .•.(*)) Irj'U'I.I i,

714 (3) 621

1975 75

I I rMf.fj^f.

(Je» »

I par^s •/•.:... i \: ___-~i' U^--:-L i- - ..........
Mat4O:i.il "c"-r:tv rr •. :-O"ij 'vjr:. •- -r.t to '.^-- -:•. 
Of 196? ^o i.-^r.uij ar..i -.-M.. r.i.;:.

cc: -. J-.tr inJ r,". ire 
- . :.^ .; -:_n .'.-.-.: . '. f 
or-,. A-^.-.ii.i si r_-_ »on

' Subject t_-ji--:rt i:ii ,nit?i by th; lc:;;r "V ;-! cor Ccr.-. odi-.y 
•.'ontrol Li3t h.ij si;ni i ic?.nc stratoiic .-oplicaticr.s.

P The U.S. ;.nci it", CoCr-i i'.lij- h.-v? c t-?rr.ir.:i ti'.it t-xporta o:^",v-cr.
, 'A" coi..-\o:;icic: to CJoC^rn njro^-;;: %. a.;-M~nt)>Tr.j cj'ild c;:r.-r; t)utc
;' significantly -O the military c.ip.iui litics as to cor.stil Jto a
N ootcntial thrc.it to our national security.

-r .-

,N w..

(tti.u J fi..m iSf ti ;-.,,n •,-!(, n( ^f ;' , uru r>( *. I.... rri.,,.. ^l I 
iK-xtmldUi Ui l>, t,*il«..ot ..It.»*"".!. r h>.itJ..,( t4lt*r»J I

___._________ -£^}* -—I
.^•-. , - -
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After cxtehsivd interacjcncy review, we hnve been unoblc to doterr.inc: 
that this o:port justifies a? an exception at tljis tinn to the general 
U S.'tind C&Corri 'no.«-^;Ji>rcr^al policy applicable to iU.



642

u.i. o . ii' '•' »i 01 rotiwf • . 

n, rj.C. IAJM

NOTIFICATION OF flEJCCTION OF EXPORT UCINSC APPLICATION

Exhibit IV 

UEWT/OtA/SiLE

Arfll'IK 
ISt'trl.

r. 'M,|.

V/O lUccLronor«jLcchnika

U.S.S.H.

)975

?H.{3)./ 001(1), 714(3)621

/76
l*4lT.n(<) (*nj (»r>r) /c^-ttnl fnr dtr fnl(owm| (ri*«n{i}f 

r in ifif niilnn*! lt>ir(r,t.

(Sft S«ppUm#m Nn, I tn Tif| .1(18 i j ''-r ,E«jpO'| Admin l*"-lj|orLR fJt» l *

njoii..i Your ;IPO! i r-ation covering an j computer sy-,Lem valued at j— for export to tlio U.S.S.H. has boon dt-niocl for natinnnl security reasons pursuant to the Export Administration Act 
of 19C9 as amended and extended.

Subject nyrtcm ilosi'jnntod by the letter "A" on our Commodity Control List, has significant strategic applicntionn. Its u-.o could aid the com.iynec in the dcvolopment nn'l i m|)r.-ivoitK.-nt of computers and peripheral 3 that could be put to sitjni f idint strategic ur.cs.
The US nnd its COCOM allior, have determined that export:•; of sue!) "A" conir.ioditicr, to i:.ir;Lcrn Kuropean destination:; could contribute

rr»HI»r Offnt, Wjvl,ii,,;lnn. |i I!. !'«ll>. f(O

10. l^'r ,; < AxllttittK •'••-•.'

rn n. r irlllA UitKKl Offnf. or fro.rt Knont )6()S, US, 1>(|IJ| |»'«'I (./ (: tn»H,tn t ll.i.ltl,.,^. Hit, nj
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significantly to the military capabilities as to constitute a 
potential threat to our national security.

After extensive intcrnycncy review, wr> have been un.iblo to determine 
that this cystem justifies ar, an exception at this timo to the 
general US and COCOM non-approval policy applicable to it.
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I _ ;__________________________________ __ Kxhihit V
7ouu DISCI' u.t. or««ni«r..t or couM.-nt. K,li I"" •''''!,v MA —.— ..- .--j

lO'l. O.C
.• 1

!,
NOTIFICATION OF REJECTION OF EXPORT LICENSE A?PLICA .I.N BEHT/OEA/S&Efi

hli ai'Uiii'ul COIKHI..!.! N i|———————

____________________________________J714 (7) 621; 714 (9) 631

^-^i' ••*

_________--• 1975_________ ______.___________1976
f r*fflf IKCHM »prl*jtirvi.MJ («<i) i*trr] 'tj<i(id fnf iKf fullo>m| rcJionfi; 

Approval it cnnirjry to rhe njooM*' "il"ril.

I

I
___ •—, f~~\ - t—1

(f>4T S i N.I t lo fjrl 1*1 nf lK< itp.^Admwii;tritwinJ.rf jli"?'!',

[~] Kf I... I* j

-i '* i-r f --.,._,.>"• "'

t!
'Vi Yoijr n-TilicT-:'?::?, rovri.r.'i t?rmini; ftnui orient to allow a
nci urt. r to «jin across to ar. in^talio'j ___ _ CO-IOULOT »yst.-T.i

njs neon denied for reasons oz nutioiul jccurity ^.-.rsua.-.c 
o tue txoort Administration Act of 1969 as ar.ona^ci and extondsJ.

his etjuipr.^nt, valued at ' in toto, is designated l>y tho letter 
'A 1 on our Cor-Toriity Control List because it .".13 r.iq.ni fic;"it str.i-'J'jic 
. pplication.-.. The UniLt.-vJ States and its COCO.T. allio.: Ii.ivo Uetor.-.iin^J
hat exports of si.ch A-ratcd cor-^odities to r;,if.t"i n Luropoan destinations 

tould contribute so significantly to tlioir military and/or strategic 
japabilities as to conr.tituti a potential thro.it to our national security.

. ir,.f,i

-7

"fc" Niv. N.W . WjJ.
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ifter extensive interagcncy review, we have concluded that the t 
er mi rial equipment would not be used for tfric purpfcles Cor whicn 
'e wAuld approve it, and, consequently, we have determined that 
he erl'.'ipmant does Jiot justify an exception at this time to the 
ener«}l U.S. and CoCom policy of non-appr4vol applicable to it.



APPENDIX 4

LETTER TO CHAIRMAN MORGAN FROM CHARLES W. STEWART, 
PRESIDENT, MACHINERY AND ALLIED PRODUCTS INSTITUTE

June 23, 1976

The Honorable Thomas E. Morgan
Chairman
Committee on International Relations
House of Representatives
2170 Rayburn House Office Building
Washington, D.C. 20515

Dear Chairman Morgan:

The Machinery and Allied Products Institute wel 
comes the opportunity to offer its views concerning the 
several bills before the Committee dealing with foreign 
boycotts aimed at countries friendly to the United States. 
We request that this letter be included in the record of 
hearings on this subject.

As you may know, MAPI is a national organization 
of capital goods and allied equipment manufacturers. Our 
membership has a vast stake in foreign trade. Including 
substantial trade with the growing markets in the Middle
East.

In examining the issues posed by the Arab boycott 
against Israel and the bills before the Congress dealing 
with the boycott, ve have attempted to consider the best 
interests not only of the important segment of the U.S. 
business community which we represent, but also the broader 
interests of the U.S. economy as a whole and the objectives 
of U.S. foreign policy. Ve have studied carefully the 
testimony presented in recent months to congressional com 
mittees, including the testimony earlier this month before 
the Committee on International Relations. We find persuasive 
and concur in the Executive Branch's position on the complex 
issues posed by the boycott as expressed in recent comprehen 
sive statements before your Committee by representatives of 
the Departments of the Treasury, Commerce, and State. We 
cite below pertinent portions of those statements.

— Secretary of the Treasury William Simon, 
June 9, 1976

We nave strongly opposed [a confron 
tational attack on the Arab boycott] sad 
intend to continue to do so because we are
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convinced that such a course would fall to achieve 
its stated objectives. The ultimate effect of such 
an approach is to tell Arab nations that either they 
must eliminate the Arab boycott entirely, irrebpec- 
tlve of a settlement in the Middle East, or cease 
doing business vith American firms. We have seen no 
evidence that such a policy would result in elimina 
tion of the boycott. In fact we believe that the 
effect of such pressure would harden Arab attitudes 
and potentially destroy the progress we have already 
made.

The argument is made that the Arab world when 
faced with such a choice will recognize the impor 
tance of continued access to U.S. goods and services 
and therefore eliminate what they consider one of 
their principal weapons in the political struggle 
against the State of Israel. Unfortunately, this 
argument falls to reflect several basic facts.

The U.S. alone among industrial countries has 
a clearly established policy and program of opposi 
tion to foreign boycotts of friendly countries, in- 
"luding ':e boycott of Israel. Other countries al 
ready supply a full 80 percent of the goods and ser 
vices imported by the Arab world. There *.s no evi 
dence that these nations are prepared to lose that 
$50 billion a year market or to Jeopardize their 
stake In the rapidly expanding economies of the 
Arab nations. Further, there is precious little 
that the U.S. presently supplies to Arab nations 
that is not available from sources in other countries 
and they are eager to take our place. The major Arab 
states have the funds and the will to incur any costs 
such a switch might entail. They see thr.t the U.S. 
has frequently engaged in economic boycotts for 
political purposes, for example in Cuba, Rhodeala, 
North Korea and Viet Nan, so they cannot accept the 
argument that they are not entitled to do 'he same.

Mr. Chairman, I believe that we must face an 
essential and widely recognized fact The Arab 
boycott has its roots In the broad Israel-Arab con 
flict and will best be resolved by dealing with the 
underlying conditions of that conflict.
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— Secretary of Conaerce Elliot L. Richardson, 
June 11, 1976

. . . The Administration's opposition [to 
additional legislation] can best be understood 
against the backdrop of forceful action already 
taken by the Administration (i) to uaure that the 
boycott is free of discrimination against U.S. 
citizens; (11) to deal with secondary boycott 
practices which Interfere vlth economic relations 
among domestic firms; and (ill) to seek diplomatic 
modification of the more objectionable manifesta 
tions of the boycott. Moreover, we believe that 
the passage of legislation at this time might jeo 
pardise our ability to continue to vork effectively 
vlth Arab nations to achieve a just and permanent 
Mid-East peace — which la, after all, the only 
realistic means to end the Arab boycott of Israel.

. . . Avoidance of renewed conflict in the Mid 
dle East must be a principal moral as well as poli 
tical concern of our nation's diplomacy. The wis 
dom of any nev boycott legislation, therefore, must 
be evaluated on the basis of its likely effect on 
our ability to help maintain peace.

Our ability to maintain peace can depend upon 
our economic as well as diplomatic role in the Mid- 
East since economic and diplomatic goals can be 
closely Interwoven. The goodwill and confidence 
which we have established with the Arab nations is 
based in large measure on our evolving commercial 
relationships and substantial economic connections. 
Thus, to a very large extent, our ability to assist 
negotiations to reduce tensions in the Middle East 
depends on our maintaining close, cooperative econo 
mic and political relations with all the countries 
involved. It Is our view that some of the more ex 
treme legislative initiatives, by making it difficult 
or Impossible for U.S. concerns to do business in the 
Middle East, would jeopardize vital foreign policy 
and national security concerns.

— Assistant Secretary of State Joseph A. Oreenwald, 
June 8, 1976

The Administration shares Congressional and pub 
lic concerns that the impact of foreign boycotts on
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U.S. firms and on friendly countries be minimized. 
Action to this end, however, should be designed to 
achieve realistic objectives and to avoid counter 
productive reaction. Continued quiet diplomacy and 
the efforts of individual firms offer the best chance 
at this tine of lessening the Impact of the boycott 
on U.S. firms. This approach has had some success 
over the past year, as is evident in the modification 
of some boycott procedures vtich had been in effect 
over a long period of time. We believe that further 
practical progress Is likely.

However, it is also clear that the Arab govern 
ments are not prepared to drop the boycott altogether 
except in the context of an overall peace settlement. 
Proposals at this time for stronger anti-boycott legis 
lation are very likely to be seen as confrontational. 
We have experienced situations In the past where ex 
cessive pressure has produced a backlash which under 
cut progress being made through diplonatio endeavors. 
Such confrontation would be harmful to our overall 
economic and political Interest In the Middle East— 
the most important of which is our desire to promote 
progress toward a peaceful settlement of the Arab- 
Israeli dispute.

Expansion of U.S. economic relations with Israel 
and with the Arab states is on Important objective 
in terms of our own concerns for Jobs and exports. 
Continued improvement in these relations also serves 
to lessen the reliance of such countries as Egypt, 
Iraq., and Syria on cosnunist country technology and 
supplies and facilitates our efforts to play an im 
portant role in promoting further progress in Arab- 
Israeli negotiations. Legislation which would have 
the practical result of diverting business to the 
Soviet Union or to such competitors as Japan, Canada, 
or Europe will weaken the broad based cooperative 
relationships which enable ua to play a constructive 
role with all of the parties to the Arab-Israeli 
dispute.

Some of the provisions of the bills before your Committee would, 
in effect, codify existing administrative practices or procedures in the 
Executive Branch. Since there does not appear to be any doubt as to the 
legal authority conferred by the Export Administration Act for existing 
practices, such provisions appear to be unnecessary. However, we have no 
strong feelings about such a codification.

14-nt O - 16 - 42
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On the other hand, other provisions of those bills would go well 
beyond present administrative practices and probably would damage U.S. 
commercial and foreign policy Interests in the Middle East. As Secretary 
of Commerce Richardson indicated in his testimony on June 11, even 3. 3081*, 
"the most moderate boycott related proposal" before the Congress, could 
have an adverse impact on the ability of U.S. companies to do businesa 
in the Middle East and might reduce the United States' r.dility to carry 
out constructive diplomatic efforts aimed at achicv'-.g lasting peace in 
the Middle East. As Secretary Richardson testified, the "refusal to deal" 
provisions of S. 300U and certain bills before your Committee RO beyond 
existing application of antitrust lav, could create uncertainties among 
U.S. business firms as to their lej-ol obligations, and would result in 
numerous allegations of "refusals to deal" which would be difficult to 
prove.

In addition, both Secretary Simon and Secretary Richardson 
have testified that the requirement for disclosure could have an adverse 
Impact on the development of businesa relationships in the Middle East. 
Hot only could such a disclosure requirement deter U.S. companies from 
seeking business in the Middle East (even by companies which do not, 
for normal commercial reasons, engage in boycottable activities in 
Israel), but it also could actually result in improved boycott enforce 
ment by publicizing noncompliance with boycott requests as well as 
compliance. As Secretary Simon testified, such disclosure would give 
boycott officials an enforcement tool and make it more difficult for 
Arab businesses to tolerate d> facto noncompliance by U.S. businesses.

Support for the Executive Branch's position concerning new 
legislative measures against the Arab boycott was expressed recently 
by a representative of a prominent Hew York banH with extensive domestic 
and international activities. In a statement on June 8, 1976, before 
the Subcommittee on Comnerce, Consumer and Monetary Affairs of the 
House Committee on Government Op*ratlons concerning boycott activities, 
Boris S. Berkovitch, Senior Vice President and Resident Counsel, Morgan 
Guaranty Trust Company of New York, made the following comments with 
respect to possible new legislative initiatives against the boycott:

As to the broader question whether Congressional 
action is called for with respect to the economic boy 
cott of Israel, the Administration has enunciated a 
position which, in our Judgment, is consistent with 
the economic interests and foreign policy objectives 
of the I'nited States.

In appearances before Congressional committees, 
State, iTeut'iry and Commerce department officials 
have ui;*'1. the Congress to refrain from actions 
risking injury to the commercial ties between this 
country and the Middle East involving billions of 
dollars in export trade and many thousands of jobs.
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The Administration representative* have pointed out 
that ouch actions would carry gravely adverse Impli 
cations not only for our balance of payments and 
domestic economy but also for this country's efforts 
to move the parties to the Arab-Israeli conflict 
toward a peaceful settlement.

Finally, It seems appropriate to call to your attention the 
concluding paragraph in a statement of additional views of Senators Helms 
and Garn which Is a part of Senate Report No. 9*t-917 of the Committee on 
Banking, Housing and Urban Affairs of the Senate, to accompany S. 306U. 
The concluding language Just referred to is as follows:

This legislation, therefore, la of little 
practical benefit, but its cost could be great. 
At a time of sensitive negotiations in the Mid- 
east, where the United States Is playing a major 
role as mediator, It Is not in the national in 
terest to willfully encourage confrontation. In 
addition, we believe that this legislation would 
damage trade developments in the Mideast by in 
jecting a further element of uncertainty into 
existing and future business relationships.

In brief we concur with the Executive Branch and other views 
cited above and urge the Conittee and the Congress not to take actions 
which could risk injury to the conaerclal relations between the United 
States and the 'llddle East and could impair this country's efforts tevard 
a peaceful settlement of the Arab-Israeli conflict. We respectfully 
submit that such a counterproductive efftct would relate to Israel as 
well as the Arab nations.

Respectfully,

President
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LETTER TO CHAIRMAN MORGAN FROM CHARLES I. DERR, SENIOR 
VICE PRESIDENT, MACHINERY AND ALLIED PRODUCTS INSTITUTE

July 6.

The Honorable Thomaa E. Morgan
Chairman
Committee on International Relations
Houae of Representatives
2170 Rayburn Houae Office Building
Washington, D.C. 2051?

Dear Chairman Morgan:

In our letter of June 23 the Machinery and Allied 
Products Institute submitted view concerning the several 
bills before the Committee which would aaend the anti- 
boycott provl-'onj of the Export Administration Act. This 
letter deals «xth proposed amendments to the "national 
security" provisions of the Act and our consents are directed 
principally at proposed amendments to those provisions Incor 
porated In a bill nov before the Senate. While ve realize 
that the Senate bill to vblch ve refer, S. 3061*. la not be 
fore your Committee, It is our understanding that the record 
on Export Administration Act amendments will be closed 
shortly. Thus, ve want to take this opportunity to offer 
our views on certain provisions of the Senate bill which 
night be considered by the Committee In Its deliberations 
on pioposed amendments to the Act or which night cote 
formally before your Committee if that bill la passed soon 
by the Senate.

Summary of MAPI Position

Although we support most provisions of Title I 
of S. 3081*, ve object to Section 1C5 which would establish 
a new reporting requirement for firms which enter Into 
agreements or understanding' which provide for, or may 
result In, transfers of U.S -origin technical data to 
restricted destinations. We believe th'.t, in view of the 
present scope of the Export Administration Regulations 
which require Department of Commerce approval for virtually 
all transfers to Ccnminist countries of U.S.-origin tech 
nical data not generally available and the lack of evidence 
that there have been unauthorized transfers under present 
regulations, a new reporting requirement Is not necessary. 
However, if the Congress should decide that a new reporting 
requirement should be adopted, ve believe that the language
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of S. 306U should be mod' fled mo that It la not necessary for companies 
to provide "all documents" pertaining to agreements, understandings, etc., 
relating to transfer* of U.S.-origin technical data. Agreements calling 
for transfers of such data frequently include natters (payment tens, 
licensing fees, arrangnmenti for profit remittance*, etc.) which com 
panies consider highly confidential and generally are unwilling to 
divulge outside of the company. Since the legal responsibility of the 
Department of Commerce is only to control exports of U.S.-origin tech 
nology (and products), a detailed description of U.S.-origin technical 
data which will be transferred should suffice.

Oeneral

We support the thrust of those proposed amendments to the Export 
Administration Act contained in Title I of S. 3084 which are intended to 
(l) provide nore flexibility in the scope and application of U.S. export 
controls, (2) require periodic reassessments of U.S. unilateral controls 
and multilateral controls in which the United States participates, and 
(3) enhance the role of the technical advisory committees in the export 
control process. In addition, as has been amply demonstrated In testi 
mony before your Committee, delays in acting on export license•applica 
tions continue to be a major problem for exporters of high technology 
products in particular and ve endorse the strongly worded language of 
the-report of the Senate Banting, Housing and Urban Affairs Committee 
dealing with this subject .^1.

As noted above, our principal objection to Title I of 8. 308<4 
is the provision which would require reports from persons entering into 
agreements, understandings, etc., which provide for, or may result in, 
the transfer of U.S.-origin technology to Commnlst and certain other 
nations, and the remainder of this letter deals with that provision.

Text of Provision Regular* "g Reports 

Discussion of the Provision

Section 105 of S. 308b would amend Section U of the Export 
Administration Act by adding the following subsection:

"(j) Any person who enters into a contract, 
protocol, agr»*se::t, cr other understanding for, 
or which may result in, the transfer of United 
States origin technical data or other information 
to any nation to which exports are restricted for 
national security or foreign policy purposes shall 
report such transaction to the Secretary of Commerce

I/ Senate Report Ho. 9U-91T, 9'«th Congress, 2d Session, May 25, 1976.
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and provide hl» vlth copies of all documents per 
taining thereto vlthin thirty days of entering Into 
such contract, protocol, agreement, or understanding."

The committee report offers the following explanation of this 
provision:/!

. . . Reporting of agreement• which would trans 
fer U.S. technology to nations to vhleh exports are 
restricted for national security or foreign policy 
purposes would make it possible for the Government to 
monitor potential transfers of technology outside the 
export licensing process. It would also Bake it 
possible to determine whether additional steps are 
necessary to prevent uncontrolled leakage of mili 
tarily significant technology through technological 
cooperation agreements. If it is true that techno 
logical cooperation agreements are a -vehicle, whether 
intended or not, for circumventing export controls or 
transferring technology which ihould be controlled 
but Is not, then the information developed from such 
monitoring will provide a basis for devising effec 
tive remedies.

MAPI's Objec\lona to the Provision

As noted at the outset, we object to the above provisions on the 
grounds that the need for a new reporting requirement has not been proven 
and the requirement, as presently drafted, is too broad. Before siting 
our specific objections, we believe it would be helpful to discuss 
existing controls on transfers of technology to Communist countries and 
to provide some information concerning the so-called "technological 
cooperation agreements" which appear to have been of major concern to 
the Senate committee.

Government approval already required for transfers of technical 
data not generally available.—The Export Administration Regulations cur 
rently require that virtually all transfers to ConmnlBt countries of "U.S. 
origin technical data :iot generally available" (i.e., unpublished proprie 
tary data) must be approved by the Office of Export Administration (OEA) 
of the Department of Conaerce. This requirement for OEA approval for 
transfers to Communist countries of technical data not generally avail 
able applies to data concerning the aost commonplace items (such aa, for 
example, toys) as well as machinery and other items vhleh might h&re 
militarily significant applications.

The excerpt from the Senate cooaittee' report cited above notes 
that the reporting requirement would enable the government "to monitor

I/ Ibid, p. 12.
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potential transfers of technology outside the export licensing process" 
and to determine whether additional steps are necessary "to prevent 
uncontrolled leakage of militarily significant technology through tech 
nological cooperation agreements." As just mentioned, unlicensed trans 
fers of technical data not generally available currently are prohibited 
by the Export Administration Regulations and we cannot see what would be 
gained by an additional reporting requirement.

Lack of evidence of "leakage" under present controls.—In 
connection with the question of "J eakage" it should be noted that a very 
similar reporting provision was Included in proposed amendments to the 
Export Administration Act which were considered by the House Committee 
on Banking and Currency in 1971*. While the committee approved adoption 
of the provision—with certain Important qualifications—the committee 
report Included the following comments concerning the "leakage" question:/!

The Subcommittee on International Trade heard 
witnesses who alleged that important technical secrets 
that would endanger national security were being ex 
ported to Russia. The preponderance of testimony 
from expert public witnesses as well as from repre 
sentatives of the Departments of Defense, State, and 
Commerce, indicated that this has not been the case.

We are not aware of any evidence that there has been any "leak 
age" under the Export Administration Regulations sine' the House ccoalttee 
report cited above.

Most "technological cooperation agreements" are not conaerelej. 
agreements involving transfers of cffg^T""iy proprietary data. —Inasmuch as 
the Senate committee report on S. 308U expresses special concern about the 
technological cooperation agreements as a possible vehicle for "leakage," 
•one discussion of these "agreements" Is In order. In 1972 the United 
States and the Soviet Union signed an "Agreement Between the Government 
of the United States of America and the Government of the Union of Soviet 
Socialist Republics on Cooperation In the Fields of Science and Tech 
nology." Since that agreement, some 50 "technological cooperation agree 
ments" have been signed by representatlres of Soviet organizations and 
U.S. firms. As we understand it, these "agreements" are very general 
in nature and simply set forth the willingness of the parties to dis 
cuss the possibility of technological exchanges in certain broad areas, 
and cover In general terms other business matters. While the motivation 
of Soviet officials in seeking to conclude such agreements is not entirely 
clear, U.S. companies enter into such agreements because It is a necessary

I/ House Report No. 93-11227 93d Congress, 2d Session, June 19, 1971*, 
p. 1». It might be noted that while the bill passed by the House 
contained the reporting requirement which had been requested by 
the Executive Branch, the Senate bill did not and the provision 
was dropped in conference.
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first step—under Soviet procedures—toward more meaningful commercial 
discussions with Soviet foreign trade organizations. It Is our under 
standing that these agreements or protocols generally do not Involve 
transfers of U.S.-origin technical data not generally available. Further; 
it Is our understanding that fev of the agreeme'os have in fact retmlted 
In more meaningful arrangement a calling for the transfer of U.S. proprie 
tary data because of the difficulty in reachic? agreement with Soviet 
officials on the commercial terms of such transactions. When and if it 
appears that a co&nercial agreement can he worked out, the U.S. firm is 
required under present regulations to obtain an export license from OEA 
before transferring technical data not generally available.

The conclusion of "technological cooperation agreements" is 
frequently mentioned in the press, and we believe that companies would 
not object in principle to advising the Department of Commerce as to 
the types of technology which might be transferred (when and if a 
coamerclal agreement is eventually reached) so that the Department 
could Initiate the frequently lengthy review, often Involving a number 
of government agencies, of possible national security implications of 
such transfers. However, since the agreements are so general In nature 
and do not Involve undertakings to transfer specific types of technology, 
In most—if not all—cases OEA could net make an effective national 
security evaluation of any transfer which might result.

The breadth of the reporting requirement.—For reasons which 
are discussed below, we believe that, if a new reporting requirement is 
adopted, the language of the Senate bill should be modified so it will 
not be necessary for companies to provide "all documents" pertaining 
to agresments, understandings, etc., which provide for, or may result 
In, transfer of U.S.-origin technical data.

As presently drafted, the pertinent provision of S. 3081( 
would require companies to report not only the technological cooperation 
agreements described above but also any agreement which provides for, 
or may result in, the transfer of U.S.-origin technical data. Agree 
ments involving East European, countries—notably Poland, Hungary, and 
Romania, but also the Soviet Union and other countries in the area— 
increasingly are of a very different nature than the technological 
cooperation agreements described earlier. These include turnkey pro 
jects for complete plants, conventional manufacturing lie "using 
agreements, Joint ventures and other forma of Joint undercakinga, the 
details of which (payment terms, licensing fees, arrangements for 
profit remittances, etc.) companies regard as extremely confidential 
and generally are unwilling to report outside of the company. Since 
the legal responsibility of the Department of Commerce is only to con 
trol exports of U.S.-origin technology- Cand products), we do not believe 
the Department needs to have "all documents" pertaining to such agreements. 
A detailed description of U.S.-origin technical data not generally avail 
able which will be transferred would suffice. As already mentioned, 
exports of such technology currently require a license frc» the Depart 
ment of Commerce.
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It should be noted In this connection that the Houae Burking 
and Currency Committee stated In Its 1971* report on a ulailar reporting 
proposal, which was mentioned earlier, that the requirement in the bill 
before It to report the details of transactions "shall not extend to infor 
mation vlth respect to payment terms, fees, and remittance arrangement."

Other.—We have two additional comments concerning the wording 
of the reporting requirement of the Senate bill vhlch ve ask -be considered 
if a reporting requirement is eventually enacted:

— The reference to "United States origin technical 
data or other information" should be changed to 
"United States origin technical data not generally 
available." The term "technical data" is given very 
broad definition in the Export Administration Regula 
tions and even includes published information. The 
thrust of U.S. export controls traditionally has been 
to restrict transfers of "U.S.-origin technical data 
not generally available" (i.e., unpublished proprie 
tary data related to design or production).

— The applicability of the reporting requirement to data 
transfers to any nation to which exports are restricted 
for foreign policy (as yell as national security) pur 
poses seems unnecessary and could result in problems 
of interpretation for the Department of Commerce. 
The objective of technical data controls has been to 
prevent transfers of technology which could make a 
significant contribution to the military potential of 
other nations vbl-.b may affect the national security 
of the United States. "Foreign policy" controls are 
exercised in situations as diverse aa Southern 
Rhodesia (where virtually all exports and reexports of 
U.S.-origin projects and technical data are prohibited) 
and South Africa (where special restriction* apply only 
to exports likely to have a military end use). In addi 
tion, the "foreign policy" authority of the Export Actmin- 
ir ition Act la used to require a validated license for 
--sports to all destinations of products (and technology) 
of a non-military nature which Alight be used in connection 
with the development of nuclear veapons and their delivery 
: stena.

If the Institute can be of further assistance to the Committee 
in its deliberations, please let us know.

Respectfully,

Senior Vice President



APPENDIX 6
STATEMENT OP THE AMERICAN INSTITUTE OP MARINE UNDERWRITERS
The American Institute of Marine Underwriters Is an association of insurance 

companies which are authorized to write marine insurance In the United States. 
The Institute was founded in 1898 although its predecessor organization, the 
Board of Underwriters of New York, traces its lineage to 1820. At present the 
Institute membership lists some 120 companies in the marine area whose cover 
age includes hulls, cargo, liability for personal injury and death, hull and cargo 
war risk, and statutory liability for pollution of the seas by oil or hazardous 
substances. Over the decades the Institute and its members have contributed 
significantly to the growth and development of the United States maritime in 
dustry, and, at present, represent a significant share of what has come to be 
recognized as one of the world's leading insurance markets.

The American Marine Insurance Industry is interrelated with and makes 
significant contributions toward the development of a strong domestic economy. 
It provides the lubricant necessary to permit safe and inexpensive transport over 
water of goods and raw mater.'ils, both foreign and domestic, which comprise the 
heart of American Industry and Commerce. The domestic marine Insurance in 
dustry also plays a significant role in the implementation of the foreign policy of 
the United States and in obtaining and maintaining a favorable balance of pay 
ments position.

In recent weeks the Institute has become increasingly aware of legislation 
being introduced (Pennsylvania) and enacted (New Tork, Maryland & Illinois) 
oa the state level which has dealt with foreign inspired discriminatory prac 
tices and boycotts. The State of New York, for example, enacted legislation, 
effective January 1, 1976, which makes it an unlawful discriminatory practice 
to discriminate against, boycott or blacklist any person because of race, creed, 
color, national origin or sex. The New York law makes it ". . . an unlawful dis 
criminatory practice to aid, abet, incite, compel or coerce the doing of any of the 
acts forbidden" in the legislation.

The enactment of this this type of legislation on the state level has had a 
significant impact upon the amount of export related business being conducted 
within the affected areas. The Institute has witnessed, for example, a substan 
tial shift of boycott related insurance requests away from insurers in New York, 
and more recently Maryland, to foreign based insurance concerns or concerns 
whose interests lie primarily in other Jurisdictions.

The Institute, while sympathizing with the principles which motivated the 
Introduction and passage of these various state laws, nonetheless feels strongly 
that the American businessman is being substantially harmed in those states 
where such legislation exists without furthering those principles which we all 
support. This is, in our opinion, an area in which diplomacy on the pare of the 
Federal Government and not state legislation is required. To take a contrary 
position we feel will have the practical impact of either forcing existing business 
with nations, who inspire and promote the offending practices, out of the United 
States and into the hands of our competitors or of fostering division and geo 
graphic discrimination within the export community of the United States or 
both.

Certainly no one can or should condone discriminatory practices based on 
racial or religions grounds. The solution, however, to such discriminatory prac 
tices cannot be found on the state level for international trade. It must he dealt 
with on a federal level preferably through diplomatic channels. If diplomatic 
efforts fail or if Congress should determine that legislation Is required, the In 
stitute strongly urges that such federal legislation contain preemptive language 
so that regional or state differences will not result in geographic discrimination 
between American businessmen.

To sum up, (1) while we strongly condemn foreign inspired discriminatory 
practices and trade restrictions based on noneconoroic factors, the Institutes 
believes that such practices should be corrected through diplomatic or political 
channels rather than at the expense of a state or regions, economy, and (2) 
that if such measures are ineffective and legislation is required then it should be 
on the federal level and contain preemptive language.
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STATEMENT OF DR. HERSCHEL CUTLER, EXECUTIVE DIRECTOR, 
INSTITUTE OF SCRAP IRON AND STEEL, INC.

This statement is submitted on behalf of the Institute 

of Scrap Iron and Steel, Inc., a national trade association 

representing approximately 1,460 processors, brokers and dealers 

of metallic scrap, and industry suppliers. Institute members 

process, ship or otherwise handle approximately 90-951 of the 

iron and steel scrap purchased in the United States and handle 

equally impressive percentages of the many other metallic solid 

waste materials which are recycled in our economy.

A continuing debate with respect to the Export Adminis 

tration Act has taken place between the ferrous scrap process!..-; 

industry and the steel and foundry industries, the two domestic 

industries purchasing ferrous scrap. This debate has included 

disputes concerning *x>th the statutory short supply provisions 

and the Department of Commerce's administration of the Act.

Export controls were placed on ferrous scrap from July, 

1973 throuah December, 1974. During the deliberations on the 

extension of the Export Administration Act in 1974, significant 

time was devoted to the question of export controls on ferrous 

scrap.
(660'
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We believe no one seriously suggests a need exists at
«/ 

the present tine to reopen that debate. -1 Accordingly, the

Institute recommends that the short supply portion of the Act 

be extended in its present form. The Institute's support for 

extension of the ehoic supply controls in their present form is 

not to suggest that the Institute agrees with the manner in 

which the Department of Commerce has imposed export controls on 

ferrous scrap in the past. However, the Institute believes that 

it is unnecessary to reopen the issue at the present time since 

the present concern, if any, deals with administrative action, 

not legislative intent.

The one issue which has been raised with respect to 

short supply export controls is whether formal monitoring 

should be instituted for ferrous scrap. The remainder of this 

statement is a summary of the Institute's views on the manner in 

which the Department of Commerce has and is carrying out its 

monitoring responsibilities under the Act. The Institute be 

lieves that the Act sets out specific, unambiguous criteria as to 

when monitoring is to occur and that the Department of Commerce 

has fulfilled its responsibilities in accordance with these criteria.

V For the Committee's information, the Institute's 1974 state- 
~" uent on the Export Administration Act before the House Banking 

and Currency Committee on the issue of legislative imposition 
of export controls en ferrous scrap is attached.
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The Department of Commerce properly has not implemented 

formal monitoring of ferrous scrap exports for the simple rea 

son that none of the criteria for inplementation of monitoring 

exists. Under the Act monitoring is to occur:

(1) when the volume of exports in relation to domestic 

supply contributes or may contribute: 

(•) to an increase in domestic prices, or 

(b) to domestic shortages; and

(2) such prices or shortages have or may have a 

serious adverse impact on the economy or any 

sector thereof.

None of the criteria set forth in number (1) have existed since 

enactment of the monitoring provision in 1974. It thus is un 

necessary to even reach the issue posed by number (2).

U.S. exports of ferrous scrap in 1974, while under export 

controls, were 0.7 million net tons. Using 1976 export statis 

tics through April, the only data available for 1976, the 

annual!zed rate of exports would approximate 1 million tons for 

1976. The export market is weak at the present time, and thus 

is exerting little, if any, effect on either domestic price or 

domestic supply. This fact is obvious and cannot be challenged.

The statement that exports have little or no effect on 

current scrap prices is documented by the fact that there is 

little or no foreign buying at present prices and in fact,
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coastal prices for scrap tend to be significantly lower than 

prices for comparable scrap in internal U.S. markets. Thus, 

the price increases are purely a domestic phenomena.

It also is a fact that the supply of scrap increased 

during the past year, adding to the vast reservoir of untapped 

supply already existing. First, while total ferrous scrap sales 

in 1974 were approximately 60 million tons, they dropped to ap 

proximately 45 million ton* in 1975. Xn industry which produced 

60 million tons in one year clearly could have generated more 

than the 45 million in the next. Scrap which would have been 

processed and bought in 1975 if demand had been sustained, thus, 

was added to existing supply throughout last year. With the 

present upturn in the economy, discretionary consumer buying can 

be expected to increase during the current year, with the resul 

tant increase in scrap supply from discarded automobiles and 

appliances. This increaie in supply is confirmed by a visual 

survey of inventories at most scrap processing yards in the 

United States and in many ateel purchasers' yards. Inventories 

of scrap are running at very high levels.

As the preceding discussion has shown, there clearly 

was and is no need for the Department of Commerce to engage in 

formal monitoring, given the situation within the ferrous scrap 

market over the past 18 months. In addition, there appears to
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be no need for any revision in the criteria since they are suf 

ficiently broad to give Commerce the authority to monitor vir 

tually any commodity where there appears to be any significant 

effect of exports on either domestic prices or domestic shortages.

In analyzing the Department of Commerce's determination 

whether to monitor, it is important to recognize the effect 

that formal monitoring has on the international market and the 

expense which needless formal monitoring imposes on the Depart 

ment, the industries involved, and on society. Once formal 

monitoring commences, a signal has been given to both domestic 

and foreign purchasers that the Department considers a problem 

to exis-L that ^ould in the future justify imposition of controls. 

This action in and of itself can be potentially disturbing 

to the market, forcing excess ordering and protective positioning, 

and thus should net be undertaken prematurely.

If a need for information exists, this can be obtained 

by the Department of Commerce through informal inquiries until 

such time as the Department determines that a need for formal 

monitoring exists. The Department of Commerce currently is en 

gaging in an extensive informal data gathering program. The 

ferrous scrap processing industry accepts and supports volun 

tarily this informal program because it believes the Department 

of Commerce should know as much as possible about the ferrous 

scrap market. The present informal system consists of at least
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the following steps of which the Institute has knowledge. First, 

the Department engages in on-going discusoions with the Institute 

concerning the status of the ferrous scrap market. Second, high 

level representatives of the Department have visited and are 

visiting scrap processing yards, steel mills and foundries to 

secure an impression of current supply and inventory conditions. 

Third, scrap processors voluntarily are supplying the Department 

with information about forward export orders and export shipments.

Congressional concern when it legislated formal monitoring 

was that the Department of Commerce have sufficient information 

upon which to base a decision to impose export controls. The 

Department is keenly aware of the current status of the ferrous 

scrap market and has been following economic conditions in this 

industry on a detailed basis for years. It currently has suffi 

cient information upon which to base decisions as to whether the 

criteria for imposition of formal monitoring exists.

It is important to note that during the period when formal 

monitoring of ferrous scrap existed the information provided In 

cluded (1) forward export orders and (2) shipments. This is the 

same information now being supplied to the Department of Commerce 

on a voluntary basis by the scrap processing industry.

Since the costs of monitoring can be significant, formal 

monitoring should not be undertaken at the whim of a particular 

industry but should be utilized only with a fixed purpose in mind,



665

a purpose which cannot be reached any other way. Present law 

provides such a clearly defined purpose and mandates monitoring 

..•hen its criteria are met.

The imposition of controls without appropriate consultations 

with concerned nations or the improper and ill-timed introduction 

of monitoring, can lead to retaliatory actions on the part of 

those adversely affected by the unilateral U.S. Government action. 

Thus, unilateral actions on the part of governments must be well- 

reasoned and justified.

The Institute, accordingly, has on numerous occasions, 

most recently via participation before the Special Trade Repre- 

senatative, recommended the concept of an international Code on 

Export Controls within the GATT. If nations agree to consultations 

and to a specific set of criteria, guidelines, and procedures 

so that actions necessary to the well-being of one nation can be 

undertaken without impinging unreasonably on the sovereignty of 

other nations, the role of stable international trade in reducing 

or relieving material crises will have grown tremedously.

The current act provides a mechanism where commodities 

which actually are in short supply may be monitored and then 

controlled by the Department of Commerce. The temptation never 

theless exists to attempt to use this Act as a form of price 

control. In a recent article in the Metal Market, the fact that 

export controls are sought solely to regulate price was reempha- 

•ized:

14-772 O - 7« - 43
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None of the executives contacted expressed 
any concern about getting scrap. In 1974, 
when prices were high, 'there was never a 
scrap shortage," [an industry spokesman] 
recalled....[The spokesman] said he thinks 
that export controls should be imposed 
when scrap gets to a certain level, per 
haps $100 per ton.* (Am. Metal Market, 
2/26/76 at l.J

Utilization of the Export Administration Act to control 

price is inappropriate and an improper form of export control.
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PREPARED STATEMENT or BERNARD LANDAU, PRESIDENT, INSTITUTE or Sour IRON
AMD STEEL, INC. (ISIS)

This statement is submitted on bcbalf of the Institute of Scrap Iron and Steel, 
Inc. (ISIS), a national trade association representing approximately 1,250 proc- 
eysors, brokers nnd dealers in the metallic scrap processing industry. Institute 
members process, ship or otherwise handle approximately 00% to D5% of the iron 
and steel scrap purchased in the United States and handle equally impressive 
percentages of the many other metallic solid waste materials wh'.L. are re 
cycled in our economy.

Orer the past year and one-half, the ferrous scrap industry has been the object 
of an Intense and Incrssant lobbying campaign to impose or expand export con 
trols. Recently, this campaign has included attacks oit the motives of the ferrous 
scrap industry. The following statement will rebut these charges to the extent 
that they are relevant to this Sulwomruittee's consideration of possible revisions 
to the Export Administration Act. In addition, the statement contains suggested 
revisions of the Act, These amendments are based upon the ferrous scrap indus 
try's experience with the implementation of controls during the past year.

I. rCRROVS SCRAP MARKET

In testimony before this Subcommittee in March, 1073, the Institute described 
the operation of the ferrous scrap market in sonic detail.' Rather than repeat 
this discussion, the major points from that statement are summarized here and
•re supplemented by a description of developments which have occurred in the 
past year.
A. Hoto the Ferrovi Scrap Market Function!

•The ferrous scrap processor is in a demand-derived industry. It is an industry 
in which the market functions in reverse of the traditional marketplace. Thus 
the saying, "scrap is bought, not sold."

1. How market pricct fnr fcrrout icrap an ettablithcd.—At any given ttnv. 
(domestic industry practice is generally monthly) major consumers (steel mills 
and foundries are the only significant consume™ of scrap) advise the price they 
will pny for ferrous scrap and the tonnage* they require for delivery in 30 days. 
The consumer establishes the market for ferrous scrap bused on his needs and 
the price that he feels is adequate to cause that required tonnage to move to his 
plant, the need of competing consumers for scrap (in and out of his market area), 
bis calculation as to ferrous scrap availability, etc.

Afte* consumers have arrived nt price and tonnage rf amenta, individual 
scrap processors must then calculate backwards these two tors in relationship 
to the cost of purchasing the unprepared scrap to fill the oru rs, and the process- 
mf and overhead costs, to determine if tiiey can meet the needs and operate their
•MlMestg at a reasonable profit.

The scrap processor will adjust his buying prices of unprocessed ferrous scrap 
t» collectors (and others) from whom he buys obsolete material, to reflect the 
yfteet efcMftfcrrf by contiimeri of pr< parrtf scrap.

All of this happens generally within a 30-day period and usually 12 times each 
year. AMhnurn the wrap processor is vnmnittteit to o|>erate n capital Intensive 
Murafeetv "tig plant year-round to prepare scrap, he generally has a commit-
•tent Cur '. < more than 30 clays ax to the amount of ncrap consumers will buy 
aad the price* whMi they will offer for tlmt ncrap. Because the si-nip Iron has 
iso ether utility than to be remelted by steel mills and foundries, the scrap market

fetor* tht ««hc*w~lnf»' M Int^nmttan^ Trade of tb« HMM lUakla* 
OMIMC? CwMlttc* ra ll.R. 3760 at MS-103 U»73).
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I* erratic and subject to sharp peaks and valleys btsed on the demands of these 
mills and foundries. 

It should be noted that there arc nearly 20 major regional markets for ferrous
•crap listed by industry trade publications. The price of scrap is not necessarily 
the game in these various areas at any one time. Also, there are more than 80 
different jrrades of scrap, most of which are bought at different prices. Prices 
most often quoted are for No. 1 Heavy Melting Scrap—a Ml wether grade for the 
industry. No. 1 Heavy Melting i* considered one of the prime grades and there 
fore is higher in price than most other grades.

2. Buyert of Scrap.—Throughout 1078, steel mill operating rates were at or 
near capacity due to the tremendous demand for steel. Steel and foundry pro 
duction records were broken, yet delivery delays for finished iron and steel were 
in many cases six months or longer. There is a shortage of finished iron, and
•teel even with steel producers operating at capacity. This is duo not to a short 
age of scrap but to n deficiency in sieel-uiaking capacity.

The record-breaking demand for steel caused the major steel producers—the 
Inegrated mills who rely almost exclusively on iron ore as their purchased raw 
material for iron units—to enter the ferrous scrap market Many of these mills 
had not purchased any ferrous scrap for some period of time, and others had 
purchased minimal amounts at best, and as a matter of fact, many of thtse mills 
had been constant sellers of "home scrap." However, with high operating rates, 
and blast furnaces (which reduce iron ore to hot metal for charging into the 
steel-making furnace) operating at capacity, the way to get additional iron unit! 
for furnace charging was to purchase ferrous scrap.

This meant that in addition to the "regular" consumers of ferrous scrap there 
suddenly appeared substantial tonnage requirements by major integrated steel 
mills. The addition, numerous new electric furnaces (which use virtually 100 
percent scrap) went into operation during 1972-1073. As a result, purchase prices 
were increased by the "new" consumers to attract the tonnages of ferron* scrap 
they required. "Regular" customers responded by meeting or exceedln,, these 
prices and the spiral began.

With consumers offering higher prices for the scrap they needed, the scrap 
processor in turn was able to increase the prices he was paying for unprepared 
materials for processing in his plant Because of higher prices being paid at all 
levels In the scrap cycle, a substantially increased amount of prepared scrap 
was processed and shipped in 1078 by the scrap industry.

Despite the significant increase in demand for its products in 1073, the scrap 
industry met the demand from all consumers, and will again in 1074 prove 
capable of repeating that performance.
B. Typet of 8cnf

The collection of obsolete scrap cannot be turned on immediately as one would 
torn on a water faucet The individual using his truck for some other purpose, 
may, when it is to his economic benefit, begin to brine *~rap Into the processing 
plant.

That Individual also remembers the last tune there was a sharp increase In 
demand for scrap in 1070, which, after five to six months, decreased just as 
Kbarpiy, causing him to stop collecting scrap and to find another source of income 
He has been subjected to the "on and off" demand for scrap and considers that 
economic risk factor before entering the scrap collection system again.

It is dr> lam which attract thl» individual to collect and transport obsolete
•crap. These come from the additional dollars ferrous scrap consumer* are pay 
ing to scrap processors—In essence the processor passe* dollars through to 
attract the additional unprepared material required.

For example, at $5.00 or $10.00 per ton, an auto hulk may not move from M 
rural area to a processing plant—it may not move from an urban area at thlc 
price. However, at $30.00, $40.00 or $50.00 per ton, balks are beiug transiiorted 
hundreds of mile*. Movement of obsolete scrap is a function of price.

In the case of prepared industrial and railroad scrap, the scrap comp&ojr 
realises little more than a nominal brokerage fee. The Increase In the price of 
scrap was of benefit to the selling railroad, not the scrap processing industry. 
For example, on March 13,1072, scrap companies paid the railroads $45.00 (per 
gross ton) for scrap steel car wheels. On March 13, 1074, the price paid to the 
railroads for that same commodity was $163.00.

The same Is basically true for generators of industrial scrap. They are realising 
the income of current scrap prices.



Industrial scrap Is the "leftovers" when new products are manufactured from 
steel. For example, when a fender is stamped out of a sheet of steel the left 
over portion Is sold for scrap. This type of material Is generally desired by scrap 
consumer* because of its known chemistry, und therefore will always move, 
even in depressed scrap market?. In a period of strong demand, the price for this 
type of tntaerial Is bid up by consumers and tendr to establish price levels for 
other grades of scrap.

The current reduction in production of autos and home appliances has reduced 
the generation of industrial scrap from these plants, which has been a con 
tributing factor to higher scrap prices, as consumers bid the price up for the 
limited tonnages available from these sources.
(7. Critical Shortage of Railroad Gondola Freight Cart

More than two-thirds of the scrap moved In the U.S. Is transported by gondola 
cars—the type of freight car provided by the railroads for scrap service. At the 
present time, hundreds of thousands of tons of prepared ferrous scrap are sit 
ting in scrap processing plants because ».ie railroads cannot provide sufficient 
gondola cars to ship the material to consumers. In fact, the number of gondola 
can has been declining steadily over the past 20 years, a situation which the 
government and the railroads are nware of, but has been ignored. Orders placed 
for additional goudola cars declined from 3,038 in the first half of 1972 to 707 
during the first half of 1073. as compared to a total car building program of 51,644 
cars, an increase more than double the same period In 1972.

Unfortunately, little scrap can be transported to the steel industry via trucks, 
but for good reason. Steel mills, which are huge installations, are set up to re 
ceive raw materials by rail delivery. Gondola cars average more than 50 tons 
of scrap iwr car. The maximum for trucks is generally 20 to 25 tons. Thus, there 
are significant congestion and safety problems to consider. Also, scrap is gen 
erally unloaded directly from the rail car into the steel making furnace.

The standard contractual agreement between the buyer of scrap and the scrap 
processor provides for cancellation of the order by the buyer, if the material la 
not delivered within the contractual period, usually 30 days. If the scrap proc 
essor Is unable to get railroad can to ship his material within the contractual 
period, the consumer can simply cancel the contract. Why would a scrap proces 
sor knowingly stock up on large amounts of unprepared materials for future 
sales under the ever present threat of prompt cancellation of his orders for 
processed materials in the 30-day period? Therefore, the constant critical short- 
Jge of gondola cnr* has not only been a major contributor to erratic geographical 
materials dislocation, it has also inhibited future sales of processed scrap by 
the individual scrap company.
D. Shortage of Metalhrgical Coal for Stttlmsking

Increased domestic steel production, exports and the recent coal miners strike 
have created a shcrt.-«e of metallurgical "oal which caused major integrated 
ateel producers to cut back blast furnace operation. Since this means that hot 
metal production will be cut back, additional iron units come from scrap. Ac 
cording to IRON* AGE (3-25-74) "Stocks of coke were down to 7.5 days supply— 
compared to more than 18 days supply a year earlier. For spot coal, buyers were 
paying up to $33 a ton. or seven times more than the price of a few years ago. 
Imported metallurgical coke was bringing $85 a ton—when available."

IL FOttOUS SCRAP PRICES KfTCCT OK ENVIRON KINTAL QUAUTT

The strong demand for ferrous scrap and reuniting price levels Is having a 
positive effect on the nation's environment. Abandoned and junk cars, obsolete 
farm machinery and other types of metalllrs which can be seen cluttering the 
nation'* streets nnrt countrywide are finding their way to scrap processing plants. 
The Institute ha* maintained for yearn th.it when the economics are right, metal 
lic solid wnste such ax Junk cars, will move to scrap processing plants. A* a 
remit, the tremendous backlog of obsolete ferrous scrap (estimated to be 750 
million ton* by the Itnttelle Memorial In*itnt« in lOCH) can be manufactured 
Into man-nimle resources for remelttng by xtoel mill* and foundries. Because of 
current price levels for scrap, this hnge accumulation of obsolescent metallic* 
scattered throughout the United States is Spinning to be noticed.
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CI. DEVELOPMENT Of FEUOUS SCEAf BXFOBT MABKKT

The export of ferrous scrap from th-» United States developed because the 
domestic consuming industries would not purchase all of the scrap iron that was 
available niul other countries of the world needed this raw material.

The first occurrence of international demand was in the early 1920's. Since the 
United States was (nnd remains) a scrap surplus nation, trade was undertaken. 

Although the tonnages cannot be compared to more recent times.gthe historical 
relationship of domestic needs for iron and steel scrap and the scrap processing 
industry's ability to process and ship scrap are mutters of record. Since there are 
only two domestic industries which consume significant volumes of ferrous 
scrfli»—the foundry industry and the sieel industry—export, by necessity, pro- 
v!'>ed a third market for scrap iron which could not be used in this country.

Even though the scrap processor then and now would prefer to have his product 
purchased domestically, U.S. consumers of ferrous scrap, heavily tied to owned 
or controlled virgin materials, did not choose to use the scrap available. Other 
nations of the world had a need for scrap, which scrap was not wanted by 
U.S. consumers, and to survive as an industry, the scrap processor had no 
alternative but to enter the international market

The exportation of iron and steel scrap began to reach more substantial 
tonnages In the mid-1950's. Again, it was a case of supply end demand—«n 
excess of supply cf scrap in the U.S. and a need for scrap by other nations of 
the world.

In the late 1950's and early 1980's, with the introduction of the basic oxygen 
furnace process of steelmaking, the domestic steel industry's need for purchased 
scrap further declined. Whereas the open hearth furnace required 40% to 60% 
scrap, the BOF used 25% to 30% scrap, most of which originated In the mill a* 
"home scrap".

In 1956, domestic consumers purchased a then record 36.8-million net ton* 
of iron and steel scrap; 6.3-milllon net tons were exported. It was not until 
1989. IS year* later, that the domestic consumers purchased more scrap than 
in 1956 and that was only by 100,000 net tons. Raw steel production increased 
from 115-milllon net tons in 1953 to 141-mllUon net tons In 1989.

It was during these years that the American sorap industry was able to 
survive, although many firms went out of business, because of the foreign de 
mand for iron and steel scrap. In fact, if it were not for these years of export 
trade, the wrap industry today would not be prepared to meet the needs of 
even its domestic customers.

It should also be noted that in 1966, iron ore imported jumped from 26-mlllion 
net tons in IPfS to 34-mlllion net tons, reaching a peak of more than 60-millton 
net tons for the years 1965, 1966 and 1987 before declining tn 46-mllllon net 
tons in 1989.

What the scrap industry witnessed in those years was a definite drop In the 
domestic consumers' desire to purchase their product, a dramatic increase in the 
imports of iron ore and a need to cultivate world markets for ferrous scrap in 
order to stay In business.

It is moat interesting that at no time during those years, did the scrap Iron 
Industry ask to curtail imports of iron ore to protect the domestic sc;ap industry. 
The Government was never asked to force the domestic steelmakers to rely 
fine on scrap generated by the U.S. and only then to allow the importation of . 
iron ore.

The tremendous tonnages of iron and steel scrip that accumulated in the form 
of obsolete automobiles alone was visable recognition of the metallic solid waste 
problems this country faced in the late 1950's and 1960's because there was a 
limited domestic market for the processed material The scrap processing In 
dustry, has, by necessity, thus been forced to rely on a foreign market for it* 
surplus scrap—which, if not recycled, undermines our efforts to achieve en 
vironmental quality.

And it is important to stress that the scrap Industry prefers ." sell it* 
material to domestic users. This economic rationale may not be apparent The 
shipper of » up domestically is faced with fewer credit shipping and liability 
problems lit contrast to the magnified difficulties in each of these areas when 
foreign trade is involved.

(1) The average rail shipment I* a car of 60 to 55 tons (even multiple 
car shipments amount to only 600 to 1,000 tons) whereas the typical ocean-
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going ship today to 20,000 to 25,000 tons of carrying capacity. The costs of 
capital involved in the gathering, processing, and concentration of such 
volumes is immense as is the storage problem and scheduling required to 
iimurt* that the material is dockside when the vessel arrives.

Ui) The paperwork and documentation necessary to export is infinitely 
more complex than the simple bill of lading to ship to a domestic user.

(iii) Credit is more readily established in this country than in foreign 
transactions.

(Iv) Inspection of the material sold (all scrap sales are subject to re 
ceivers' weight and Inspection) occurs thousands of miles away where 
little can be done, in contrast to the domestic scene where the inspection 
umy occur near the origin.

(v) Vagaries* of the sea, including the possibility of late ship arrival or 
departure, delayed loading, etc., each of which is very expensive in terms 
of demurrage ($3.000 per day per ship is not unusual) adds further hazards 
to the foreign trade area.

The recognition that the risks of trading overseas are grently magnified has 
not stopped the export trade of scrap from this country. The reason for this is 
ilmt the absence of viable domestic markets has required the development and 
maintenance of foreign markets to preserve the domestic scrap processing in 
dustry. In the absence of foreign demand, the scrap industry would be further 
atrophied and unable to perform as desired by the domestic consumers.

Moreover, like any buyers, foreign consumers have a right to rely on the 
stability of their supply sources. They cannot be expected to provide a market 
when the exporter needs It and to rely on other sources when the "fair-weather 
buyers" of the exporter suddenly find it to their advantage again to enter the 
scrap market. The capriciousno.ss of suggestions to embargo ferrous scrap would 
seriously harm this market throughout the world. This is particularly tru>? when 
ftuch 4 policy can affect the futnre size and breadth of the foreign mavket. If 
foreign steelmakers become convinced that they will be unable to securt ferrous 
scrap on a regular basis, this will affect their long-term planning, causing Uieiu 
to become more committed to iron ore intensive facilities than otherwise would 
be the case.

World trade is not something that can be turned on and off; on? customer 
is a valued asset that in not exploitable at the whim and fancy of other cus 
tomers. The domestic steel industry is supplying first and primarily those cus 
tomers who have remained loyal to the domestic steel producers during the past 
yeats of low steel demand and only then is it considering the orders of t.'iose 
customers who had strayed from tbelr doors. The scrap industry is not setting 
ouch priorities; the scrap industry has met, is meeting and will continue to meet 
the needs of its domestic and foreign consumers. All that is asked is that the 
Industry be permitted to produce and sell to all of its customers.

TL1. BUWLY Or rEBBOUS BCBAP

Much of the debate concerning the appropriateness of export controls with re 
spect to ferrous scrap has centered on the question of whether this scrap was in 
thort supply. Ferrous scrap was not in short supply in 1073, as evidenced by 
the ability of the scrap processing Industry to meet an estimated demand of 
po**ibly nft ninch as flO-million tons; nor is it ohort supply today, as eviuVnml 
by the fact that obsolete scrap continues to pour into wrap processing yards. 
In addition, the steel and foundry industries are showing by their actions nt t'i • 
present time that no shortage exists. Cancellations of orders now are occurring. 
Clearly, a purchaser who believes a commodity to be in short supply does not 
cancel an order unless he believes that supply is in excess of total demand.

Undoubtedly, the gmite*t deficiency m the present analysis of the forrnns scrap 
market is the availability of fully reliable data on the supply of ferrous wrap 
currently available for recycling. The Bnttelle Memorial Institute has estimate! 
that 750-milllon tons of ferrous scrap has been discarded In the past and is 
theoretically available for recycling. In addition, Battelle estimates) that only 
60& of the ferrous scrap annually available for recycling was actually being rt»- 
C'ded. The steel industry disputes these figures by arguing that much of this 
Rcrap cannot "economically" be recycled. Without becoming embroiled in a con 
troversy as to the meaning of "economically recycled," it is clear that major
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«mrce* of obsolete wrap have not been recycled to tlie extent of tholr i*«t.-ti' ,; 
as the Battelle study and the accelerated flow of unprocessed scrap Indicate,

V. EXPOBT ADMIXISTBATIOX ACT EXTENSION

The preceding extensive discussion of the siieciflcs of the ferrous scrap imlu« 
try has been necessary because of the vehement campaign for export controls • n 
scrap iron being waged by the steel and foundry industries. Hopefully, tlie pre 
ceding discussion has served to place the numerous allegations in proper iH>r*|Mt - 
tive. With this perspective in mind, attention now can be focused on the varloiio 
proposals to nmenrt the Export Administration Act. In summary, ISIS ncknowl. 
edgesthe need for some form of export control authority to protect U.S. iintloii.-il 
security, foreign policy interests, and U.S. supplies of goods which actually arc 
in short supply.

The Institute's experience with export controls during the past nine months xnu- 
(test to it, however, that certain procedural safeguards are desirable to prottii 
the interests of exporters both during the period when imposition of controls !* 
under consideration as well as in the period after the Department of Commerce 
ha* determined to Impose controls. Finally, ISIS supports proposals by Senator* 
Mondnle and Rlblcoff to anthorlez .he use of retaliatory export controls against 
countries embargoing exports to the United States and suggests some technical 
modifications to this proposal
A. Policy CoiuitcratttMt

The Institute's concern with the Export Administration Act involves only the 
short supply ^ontrols and the following comments are directed only to this aspect 
of the existing legislation. In evaluating the short supply controls in the 11Ht:i 
Act, a number of policy considerations must be borne In mind. First, experience 
over the past year has shown that the Department of Commerce has the ability 
to impose controls when It determines them to be appropriate. Ko need exists for 
expansion of the Commerce Department's legal authority to Impose controls.

Second, export control legislation always has dealt with the imposition of con 
trols in general terms without attempting to single out any industry for Congres- 
slonally-imposed controls. The reasons for such an approach are obvious. Con 
gressional action with respect to a specific commodity would of necessity fonv 
Congress to make a determination with respect to serious factual disputes. Under 
there circumstances, imposition of controls would be special-interest legislation 
dependent primarily on the number of legislators which that Interest group eouM 
contact to present one side of the dispute. No adequate forum within Congress 
exists to afford all members the opportunity to hear all sides at any moment. No 
rirht to cross-examine assertions of the party pressing for controls exists in this 
situation. Because of all of those difficulties, the quasi-judicial determination of 
whether to impose controls has been left to the Department of Commerce under 
pant export control legislation. This approach should be followed by the Cougrc** 
in extending export control authority,*

Third, t-xport controls have a harmful effect on the U.S. balance of trade since 
they reduce U.S. export receipts. A total embargo on ferrous scrap exports would 
hare a negative effect on tbe U.S. balance of trade of almost $850,000.000. In fad. 
the negative balance of payments of more than $300,000,000 in 1973 resulting 
from iron ore imports are offset by the export of scrap iron. Stee! industry sta 
tistics concerning imports of finished steel are irrelevant to tbe discussion of ttie 
balance of trade impact of a scrap embargo since these finished steel imports 
will occur regardless of a scrap embargo. The domestic steel industry admittedly 
cannot meet present demand and thus foreign steel imports will continue to flow 
into the U.S. without, regard to ferrous scrap exports. Tlie effect of a scrap em 
bargo on the U.S. trade balance, thus, clearly is negative.

It is important to note that admitted shortages of metallurgical coal and fin 
ished steel exist, yet the De,inriui«r7it of Commerce has not seen fit to impose 
export controls on either of tlese items. Why should the scrap Industry, a small 
relatively Insignificant segment of the- U.S. economy be singled out for exiiort 
controls? The obvious fln*tver is that these controls are sought for the self-serv 
ing interests of tbe American steel and foundry industries.

• Bill* providing for nocriflc <ntot»ft or rnibanwmi. rack u H.R. 1"T«3, H.R. 12283 •»' 
H.R. 13249, thus, should b« rejected by the Subcommittee.



673

Finally, it should be noted that the steel and foundry Industries are not sug 
gesting that any export sale lost because of export controls will be offset by In 
creasing domestic consumption. What these Industries suggest Is that export 
sales of ferrous scrap be reduced or eliminated so that they can beneflt even 
further from present high demand levels. Such a policy In fact simply assures 
that ferrous materials which would have been recycled but for the export con 
trols will become part of the solid waste problem in the United States.'
B. Suggested Revisions to the Export Administration Act

1. Procedural Safeguards.—Experience with export controls on ferrous scrap 
over the past nine months has led the Institute to the conclusion that further 
procedural safeguards with respect to short supply controls should be included 
in the Act. These additional procedural protections are especially appropriate at 
a time when the world economic system moves into a period when many raw 
materials are reported to be In short supply. Export embargoes can have disrupt- 
Ing and potentially harmful effects on U.S. firms which traditionally have en 
gaged in international trade. Governmental action capable of such consequences 
should be undertaken only after the parties Involved have had a reasonable op 
portunity to present their position. In addition, this action should be based upon 
an administrative record and should be subject to judicial review.

The Department of Commerce has sought to secure the information necessary 
for It to make Its decision through informal technical advisory committee meet 
ings. These meetings proved useful, but it would have been fairer to the parties 
Involved if the decision actually to impose controls had been taken after a full 
evidentiary hearing where all parties were subject to cross-examination. Such a 
procedure is particularly applicable for material such as ferrous scrap where 
a serious factual dispute has arisen as to whether a shortage in fact exists. In 
fact, a requirement should be added that the Department of Commerce prepare 
for review a supply situation study prior to considering imposition of export 
controls on any commodity.

In addition, judicial review of the short supply determination should be in 
cluded in the Act. At the present time, the Secretary of Commerce's actions are 
exempted from the administrative procedure and judicial review provisions of 
the Administrative Procedure Act.4 An exemption from formal procedural and 
judicial review requirements clearly is warranted for national security or for 
eign policy controls, but is unnecessary when the only issue Involved concerns 
short supply controls. Section 7 of the Export Administration Act, thus, should 
be revised to remove short supply controls from the exemption provisions.
2. Retaliatory Export Controls

A number of proposals to gre nt authority for retaliatory export controls have 
received considerable attention lately, prompted in large part by the recent oil 
embargo. Senators Mondale and Riblcoff have proposed inclusion of such counter- 
embargo authority in the Trade Reform Act; • Senator Childs has proposed its 
Inclusion in the Export Administration Act; c and the Administration has sug 
gested that exlbtlng law gives Us sufficient authority to impose retaliatory con 
trols if its deems them advisable.7 The Mondale proposal also would authorize the 
negotiation of an international agreement regulating the resort to export controls.

These proposals appear desirable and should be included in the Export Admin 
istration Act. Existing proposals should be modified, however, to provide more 
specific criteria as to when these retaliatory measures can be imposed.8 The

•A trigger mechanism device developed by the steel Industry would bare reduced total 
scrap actually nrocessed during the four-year period from 1969 through 1973 by approxi 
mately 14-tnlllUin net tons. Thin Is a long to the economy of between flOO-mllllon to II- 
bllllon. Such legislation, thus, clearly 1« designed only to beneflt the steel and foundry 
Industrie*, not to In on re maximum recycling.

• 50 U.8.C. App. | 2407.
• See Congressional Record, December 3, 1973 at 8. 21683-*.
• 8. 3030.
'Testimony of Secretary Dent before the Senate Banking, Housing and Urban Affairs 

Committee on April 5,1974.
1 One proposal for such criteria would permit counter-embargoes only after a determina 

tion has been made that their Imposition will not have significant, adverse economic, social 
or environmental consequences within the United States, and only If the foreign action 
precipitating the United States controls has had a significant effect on United States eco 
nomic or foreign policy interests. This proposal also suggests tbat the legislation include 
a provision similar to f 203 of the Trade Reform Act which establishes a preferred order 
of Import relief measures requiring the President to consider Increased taring or quotas on 
Imports from the offending country before resorting to export controls.
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procedural safeguards (Uxcuxsed In Section V.R.I, of this statement also should 
be extended to retaliatory export controls.

8. Commerce Department Prnpogals for Atimtnittration of Short Supply 
Krport Contrnls.—The Administration proposals for ninendmont of the Export 
Administration Act. 1I.R. 13X40, include n provision authorizing the President 
to effectuate, the policy of the Act by "whatever method of regulation he deem* 
tnoKt appropriate, including, but not limited to, the imposition of an export fee 
or the auction of export licenses."

This proposal appears to be both unconstitutional nnd undesirable. Article I, 
Section 9 of the Constitution provides thnt; "no tax or duty shall be laid on 
article* exported from nny state." Pursuant to the Export clause taxes have 
been stnick down on foreign bills of lading,' charter parties,1" und marine insur 
ance policies." The dictn in the cases indicates that the Constitution bans all 
forms of taxes on exports from the United States. For example, in Falrbankt v. 
United $tntc« u the Supreme Court stated:

"The requirement of the Constitution is that exports should be free from 
any governmental burden. ... In like manner, the freedom of exportation 
being guaranteed by the Constitution, it cannot be disturbed by any form of 
legislation which burdens that exportation. The form in which the burden 
is imposed cannot vary the substance.

Some hare argued that the intent of the framers was. to ban only those taxes 
on exports that are designed to raise revenues, and that, therefore, the proposed 
auction of export licenses is constitutional. This interpretation of the export 
clause in based on a misreading of the events surrounding the adoption of the 
clause at the Constitutional Convention. At the Convention, the delegates voted 
down an amendment which would have banned only those export duties imposed 
"for the purpose of revenue." *" Moreover, the delegates rejected an amendment 
that would have permitted export taxes if approved by a two-thirds majority in 
both chamber* of Congress.1' In rejecting 1-oth these amendments, the delegates 
tn the Constitutional Convention were exp?i sing their view that the export trade 
of the United States should not be burdened in any way by government taxation. 
Accordingly, the imposition of export fees or the auction of export licenses would 
seem to lie clearly unconstitutional, and permissible only if the Constitution were 
first amended to permit export taxes.

An auction system would be both unfair to established exporters and would 
rau*e serious market disruptions. While certainly not without some drawbacks, 
the historical pattern is probably the fairest allocation system now known 
since It assures that existing exporters will be permitted to continue their 
normal trade relationships. The only problems with this approach come with 
respect to newcomers to the market or with the historical period chosen. 
Thm* two problems ran easily be handled by setting aside a portion of the 
total export quota for hardship situations.

Moreover, an auction might permit a highly organized trading system operated 
by foreign nationals to corner the U.S. export market in n particular commodity 
to the exclusion of the U.S. firms and to the detriment of U.S. foreign policy 
interests generally.
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MATERIALS DETAILING THE ARAB BOYCOTT OF ISRAEL, SUBMITTED 
BY DAVID BRODY AND SEYMOUR GRAUBARD, ANTI-DEFAMATION 
LEAGUE OF B'NAI B'RITH
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n
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14 but only affect those ships carrying such articles to the 
armed forces.

The 1'r inciplen of tlip A'r.-il.) Uoyctui: uf JS/lAfi,

FOUNDATION i
1. The Arab Boycott is a defensive mo;i»;ure me.mt for the

protect ion of the- security and economy of. the Arab states 
against an aggressive incans nnd economy which ic Israel.

2. The Arab noycott ic not bar.cd on either racial or religious 
discrimination as it is not applied except aguinst pcrtons 
who contribute to the, promotion of Israeli economy 01 war 
effort by conntittim, any oC the practices outlined hcrcundcr , 
notwithstanding their nationalities or religion. There 
IB no better evidence to this attitude than the fact that 
the Arab states trade with companies owned by Jews but v/ho 
ar* not Zionists o: of the cubjectf, of Israel. While, on 
the other hand, they have banned transactions with certain 
companies in Turkey or Cyprus whic*h arc owned by Moslems.

}. The Arab Boycott (Jakes the human factor into consideration. 
For exempli?, it does not affect, no it will turn out from 
the following, foreign nhipr carrying foodctuff or othnr 
similar at tides to the inhabitants of occupied Palestine

16

17 

IB
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32 ///

The Arab Coycott looks for maintaining the Interests 
of foreign companies. It ic, for example, not applicable 
ngainst con-panics which huvo pure normal tretle dealings 
with Icrac'l ouch as selling to it their conpletely-finit;hcd- 
out8ide-Ifjr«iel products, except thoce which are helpful 
.to the war effort of Israel auch ae arias, military aircraft 
and ammunition.

Thia in addition to the fact that transactions are not banned 
with any coirpany breaching the rules in effect In the Arab 
states before giving such companies ample chance to accord 
their status and cease from carrying on the contravening 
actions with Israel. This is done by contacting the co-.pany 
so that to inquire about tho nature of its relations with 
Israel and whether they constitute a violation or not. 
If the conpany declines to answer the inquiry addressed 
to it BO that to determine the nature of ite relations with 
Israel or to accord its status* transactions with such 
company, under the rules in effect in the Arab states, are 
banned whatever its relations with the Arab countries or 
its products .ray be.

Therefore, the declination fcf any company to answer the 
questions raised by the Areb authorities will only damage 
its own interests, while Arab interests would not be 
since the products of such company could be cubstitutcd by 
products of other companion either in the carce country or 
in other countries.

(675)
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THi-M^.V'fjr. IN ^i!'r.!i_T'a;i:.Ac:TiCN.': -.IITM FOP;:JCM ccfi:.vn.!:s 
AJJL _i ;.' 'i- ' ' 'I'"'':Y i-v.nVjro' yj'iij i li.vn: Tiij' iu" v'ioLA l:> iCf'r.

2

3 \. Haiinl 'i

4 Transactions with foreign companies ate biinnrd in the follow 
ing crises if ruch coiupii. icr> insist on their attitudes by

5 carcyim on such practices and not ceasing frjm performing 
then:

6
7 a) If they h«vc main or branch factories in Israel.

8 b) If they have assembly plcsntr, in Israel. Thai; niso 
oppliea to foreign firms ana Companies whocc agents

9 ;is:;';nb!o their products in Israel.

10 The ban will be applied too In the case of assembly 
if It in proved th.-,t a ccrrnin Israeli company has 
aricomblfd, on comnc-rcial ccalc, n unit of a ccctjin • 
product or qoods from parts the majority of which is

12 * produced by certain foreign company or cny of its 
branches/nubsidiu iCE ( unless cuch foreign company

13 • establ inlien its non-rerpon: ibi ' ity for such
und takc-s legal proceedings against trio Iscucli company

14 which committed the assembly. This provision is applied 
if the parts used in producing the unit constitute

15 nore than 501 of tho partc of Eucli unit or if tho engine 
of I ha unit is of the foreign company's production.

16

17 c) If they have in Israel, either general agencies or 
•main offices for their Middle Uaetorn oporationc.

18
19 d) If they give the right of ur.ing their nair.ec or manufac 

turing licenses to leracli companies.
20

21 e) If they hold chares in Israeli companies or factories.

22 f) If they render consultative services and technical 
experience to Israeli tactorics.

23

24 9) i- -jo-mt- -fxn-e-ig-n— I-n^-uei-i- -ctrtHi>*)ei-9- -of-
25

26 h) If they act as agents for Icroeli companies or principal 
importers of Israel i< products, outside Israel.

27

28 1) If they take part in searching for the natural resources 
of Israel such as petroleum drilling.

29

30 J) If they decline to answer the questionnaire addressed 
by the Ar.ib authorities requiring them the explanation

31 of the n.ituic of thoii rc-lationa with Israel and 
they form a violation or not.
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k)
tht-rr a- o^r--pericvci- not- l-vi3--thnn-<vi;t"ii.oMtiia- to-

*
f-r+har-i" i~c-n-i~.-.--,'ti-i«h-airt;-r.ot-v-io)nt-i:i'i- 4.'li*-: 

" pr H neap! rr.-i-'j«* •in" the jfmm- products-
- i'y-*»~blnc nl ist?d-

nray'be- nlior/cd-en try--if-their-position--is-eienr—in 
Tcgrir d-to-ot tier-i-ioyco -tt-re<ir,iatioTi«-tm<3--provi:l«<3-that 
t he-fart i--ro-iuctd-ty-the-M«t:*:ii-Kted--eo:f.pflny-iind-us<fd

7

8 The ban jrposc-d on a certain company i-j applied against all ot 
its parent iind r.ubsidiury companies.

10 It is perni.scible however, to waive for once only, the ban imposed 
on a blacklisted company if It arranges for the liquidation of

" the violation of tlic rules in effect in the Arab countries and 
present documentation to thin effect.

'Foreign navigation Cop.gnnios!

1. Foreign ships, tnnl-.ore and other maritime transportation 
means shall be blacklisted if they committed (my of

15 .the following acts:

16 • a) If it was proven thet they called on on Arab port
and an Israeli port in the came round trip; Universal 

•' touricm ships being excluded.

' ' Shall be considered tourism ships those vhich
carry tourietr, only and not ordinary passengers 

' ' ' and which do not load or offload goods trom and
to the countri«-G they coll on. Companies v:hich 
own or charter these Bhipo shall inform the20
competent Regional Boycott Office of the routes 
and timetables of those ships in duo course .

99 b) If they transport materials or articles helpful*
., to the war effort of occupied Palestine even if
* they do not cull on an Arab port end an Israeli
,. port on the came round trip.

c) If they arc chartered to Israeli companies or 
Institutions.

d) If they transport industrial, commercial or agricul 
tural Israeli products.

29 e) Si' they transport Jewish immigrants to occupied
Palestine.

f) If they refrain, within the maximum period of 
,, 15 days notico, fiom prpsentipiy the nnniCfiits

of nhipm^nts thjy ottloacliul at IricaeVi ports on
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• a previous tr ip.

2. A shi|) or tanfsor may be lifted from the blacklist if 
it;; ovnors undertake to rcfirain from violating tl:o 
flbovc rules again. This is not applicable to ships 
flyiny the Israeli flag or previously enjoying the 
Israeli nationality.

3. Transactions ehall be banned with nny foreign navigation
company if it in c-stab) iohc'd that such company has 

" chartered any nhip or tanker owned or charted by it
• to any Icraeli firm, conpc.ny or institution with the 

' intcnl ion o£ creating an international crisis involving 
nny Arab country. This ban entails the blacklisting 
of all vessels owned or chartered by such company.

3. Foreign Dan!;s;__n«;a_l ing with Israel:

Transactions with foreign banks are banned if they commit any 
of the following acts:

a) If they give loans or subsidies to Israeli public or private
firms and/or institutions which may help, them in carrying 

3 out major military, industrial or agricultural projects.

b) If they take active part in distributing and/or promoting 
Israeli loan bonds.

14

16 c) , 'If they establish firms or companies in Israel.

' d) If they subscribe to the establishment of firms or companies
.. in which Isr-aoli cepitalc are subscribing, cither inside
18 or outcidc Israel.

4. Foreign Motion Pictures' Comnanipc and Actors;

' 1. Hovje and Television Filmsi 
21
.. is prohibited in all Arab countries in the following cases:

The projection of foreign filrafi in whatever copy or language,

a) If the film,.in ctory, script and contents, IB intended 
.. to distort Arab past or present history in regard to 

religion or nationality.

b) If the film, in story, script and contents, is intended 
for making propaganda to Israel or Zionism or seeking 
favourable inclinations to then.

c) If the film is featuring actors enjoyinq Israeli 
nationality.

29 <J) If the film is wholly or partially photographed in 
Israel or if it is of Israeli-foreign production.

•* If the film features foreign actors or actresr.es whose
3? Zionist tendencies are established.
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2. For" ion Mot (on \Vjci-\'(f** ' and To lev is ion

Transactions shall be banned with motion pictures' and tele 
vision companiiy.; I he. Zionist tendencies of which or thtir 
acting '..'..it. trie interests of. Israel ate proven. This: provision 
Is applicable an the following coses:

a) It they, in cpite of conjnuriicatinq them to make them
aw.irc of th? ir.eosurcs their actions entail, Again produce 
lilns intcn'cd in nt'ocy, script and contents, to distort 
parA or present Arab history in regard to religion or 
nationality.

b) If they, in spite' of communlcatfng them to make them 
aware of the Treasures thc-ir actions entail, repeat 
their donation:; to Israel, in thoir capacity as arti 
ficial prisons, in a way indicating their, bias and actincj 
tor the interests of Israel.

c) If they, in rplte of coir.nunicatinq then to make them
awiiro of the noasuros thoir actions ntail, again produce 
films inter.dod in r,o try, script anu contents, for ranking 
propaqandA to Isranl or for seeking favourable inclina 
tions to it.

d) If they, IP. spite of coununic<iting them to make them
aware of, tho treasures their actions entail, again produce 
joint foreign-lr,r.-.?li films and rcfucc, without reasonable 
motives, ':hc production of joint foreign-Arab similar 
fllrac.

e) If they establish in partnership with Israeli capitals 
or subscribe v;ith Israeli capitals to the establishment 
of firms or companien -nside or outside Israeli if 
they er.tabl ir.h ir.anuf r.ciur ing brnnches in Israel; or 
it tlioy rentier consult,;tivo services and technical 
assistance to Israeli firias ot companicc.

5. Foreign Insurance rompanlcr.;

Trensnctions shall be banned with foreign insurance companies 
tho subscription of which in industrial, commercial Or other 
firms and oor.ipanifs in occupied Palestine is proven, thus they 
exceed their normal activities.

24

Forclgn Atipncina of Ar»b Companies

Firifs and corp.inies enjoying the nationality of any Arab country 
nay not give -their general agencies to aviation and shipping 
foreign conpanics or firms if it is proven that tho Litter are 
generul agents ot Isroeli firir.r. i>r companies abroad. This pro 
vision is applied in case the local laws of tho country concerned 
do not prohibit such actions.

7. foreign Miiphutiding Companies;

Tr ancact ions r.li.ill be banned with foreign shlpbuild inn companies 
i,h ich, after comnunicor inq with them to make them aw.ire of tho 
ffCt that builiiin-j i.In;ir; tor Israel by thei.i promote tho economy
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and the war effort of Israel, ngain build sliipc or tanker's for 
Israel.

FOllEICH COMPANIES THK VIOLATION OF '.,'IITCII IS CONFINED TO THE « 
ACQUIRING OF A UCCI1CC TO M/VlUFACTUHIi CLKTA1N I'tlODUCTS Of
cr.ACKLiPTri: OTiinr? Fop.rro.N

I

Foreign companies, the violation of which is limited to their 

acquiring the right to manufacture certain products of other

foreign companies which arc included in the blacklist, are ox-
c eluded from applying the ban against all of their products; The

ban Ehall be applied only against thos.e products similar to the 

products of the blacklisted company which granted the licence 
•for manufacture. This procedure shall be .applied with no need 

" to serve notice on the company concerned but provided, however, 

that the company is informed of the reasons for prohibiting the

Importation o£ its products similar to those of the company which 
granted the licence.
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6
7 FEDERAL LAW KO. 15 for 1972

Relating to ino lloycott of. Israel.
8

I.aw_or the llllTT!:n 
iincl o") Xiiu nii

in the name o£ God the Compassionate the 
Merciful

UNITED ARAB EMIRATES

We, Zayid bin Sultan Al Mhayyan, President of the United 

Arab Emirates (U.A.C.), having regard to the Provisional Consti 

tution of the United Arab Emirates, ond.ln the light of submissions 

mad a to us by the Minister of Stele for Financial and Economic 

Affairs and after approval by the Council of Ministers and the 

Fedtral National Council and ratification by the Supreme Council 

of the Federation, have promulgated the following Law: 

Article 1.

Any natural or juristic person shall be prohibited 

from entering, in person or through the intermediations of others, 

into agreement with entities or persons residing in Israel, af 

filiated thereto by their nationality or working for its account 

or intnrest wheresoever they shall be resident when the subject- 

matter of the agreement consists of commercial dealings, financial 

transactions or any-other dealing of whatever nature.

Companies and establishments, irrespective of its nation 

ality, which have interest, branches or general agencies in Israel, 

shall be deemed to be entities or persons with whom dealings 

shall be prohibited in accordance with the preceding paragraph 

as nay be decided by the Controller of Boycott Affairs pursuant 

to 'recommendations made by the Conference of Liaison Officers. 

Article 2.

Admission, exchange or possession of all kinds of Israeli 

goods, commodities or products as well as any trading therewith

74-772 O • 78 - 44
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j |j in MI/ raan.T/t ' r;hall !JQ prohi'j ilcd . Said prohibition shall apply
•

to tinancial pnperc .nul othot Irraeli novuble items In the United 

Ar-b D:iira':<:!< . (toi'idt, or commodities Hint arc manufactured in
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or that contain any component, irrospcct of its ratio, 

thjL is of Israeli tDiiiuifacturc of whatever kind -shall be deemed 

Israeli whether imported directly or inclitoctly from Israel. 

Comroditics »md products that are re-exported from 

Icrael or th.'it arc manufactured outside Israel with the intent 

of. being exported for the account of Israsl or o£ eny person 

or entity provided for in Article 1 shall bo deemed Israeli

Article 3.

Any Import shall, In cases specified by the Controller 

of Boycott. Affairs, submit a Certificate of Origin containing 

the following details, namely:

1. The country in which the commodity wan manu 

factured, •

2. That no material produced in Israel, irrespective 

of its ratio, has been included in the manufacture

of the commodity.

Article 4.

Customs and Ports Authorities in the Member Emirates 

of the Fedei'.ition shall take adequate rnrasurea to ban expott 

of goods as may bo specified by the Controller of Boycott Affairs 

to such foreign countries which, it has been established, will 

re-export the same to Israel. 

Article S. . •

The provisions of Articles 2, 3 and 4 shall apply to 

goods that arc admitted to zones deemed to be free-zones in the 

U.A.E. or that are exported to said zones.

Said provi: ions shall also be applicable to goods landed 

on U.A.E. territory or passes in transit across oaid territory
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1 that !nay b^ assigned to Israel or to any person ot entity residing	•
2 therein. . -

3 Article 6.

4 Any perLon who contravenes any of the provisions of

5 Articles 1, 2 and 3 shall be subject, to imprisonment for a term

6 not lees than three yearc and not exceeding ten years.

7 In cddition to <i sentence for imprisonment, a fine

• 8 not exceeding seven thousand Bahrain! Dinars may be imposed.

9 In the event that the person convicted of any of the above felonies

10 is a juristic per con, the sentence shall be executed on whomever,

11 c^mmited tho came and IE affiliated to said body or against the

12 individual responsible for the offence having been committed,

13 • In all cases, there shall be iscued an order to confis-

14 cate the impounded material and ecizure of the means of transport

15 used in commit ing the offence in cases where the foregoing shall

16 have been with the knowledge of their owners.

17 Article 7.

18 There shall be cxccpted from penalty- other than confts-

19 cation- any one of several felons if there shall be more than

,20 one who passer; information to the authorities concerned about

21 co-felons and such information leads to the discovery of the

22 crime. • . •. . -

23 Article 8.

24 Bu. raarles of all convictions passed in relation to

?5 crimes commited in contrary to the provisions hereof shall be

26 published in block letters at the expanse of the person so convicced

27 and displayed in the front part of his place of business for	 t
28 three months.

29 ' Any person removing, concealing in any manner or destroy-

30 ing said summaries shall be subject for imprisonment for a term

31 not exceeding three months and a fine not exceeding one hundred

32 Bahrain Dinars or both caid penalties.
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1 5 Articl*_J_..
2 Any person coimoitinq of the crimes provided for in this

3 Law shall be tried be/or,- n competent Court in the Emirate where--

4 the crime shall have boon committJ. In the event that the tfrimc

5 io coirnited wiUiin the boundaries of the permanent Federal Capital,

6 the Federal Court of First Instance shall have jur isdictiofk

7 Article 10. .. > ' ' • '_

$ Any person, whether he may be an officer of the Federal

9 Government, the Kairates or others who sti- - items that ate

10 the subjc-ct of crimes provided for in this Law or facilitates

11 the seizure thereof shall receive in an administrative nanner

12 a reward amounting to 20« of the items in >rcspect of which a

13 confiscation order has been made, and in the event that there

14 are several beneficiaries the reward shall be distributed amongst

15 then in proportion to their individual efforts.

1$ Article 11.

17 Officials entrusted by a Hlnstcrial Order Issued by

18 the Minister of State for Financial Affairs shall prosecute the

19 crimes co^mitcd contrary to the provisions contained in this

' 20 Law or decision-: made for the implementation thereof. In so

• 21 doing said officials shall have powers of the public prosecution.

22 Article 12. •

23 The Office for the Boycott of Israel shall undertake

24 coordination of plans and measures necessary for the enforcement

25 of this Law. There shall be a director appointed for said office

26 by a Federal Decree who shall act as a Liaison Officer with the

27 Central Office. k

28 Until the establishment of the permanent Federal capital

29 the town of Abu Dhabi shall be the temporary location of the Office

30 which shall have branch offices in all or some of the Emirates

31 Members of the federation.

32



685

1 The-organization jnd the specification of the functions 

and powers of the D3partn;»ntc comprising the office and its branches 

shall be mj<!e by .in order issued by the Minister of State Cor 

Financial and Economic Affaire. 

Article 13.

Any Laws, Decrees and decisions conflicting with the 

provisions of thin Law arc hereby revoked. The Minister tor 

Financial and Economic Affairs shall issue the in-cessary bcclers

9 for the implementation hereof.

10 Atticle 14.

11 Ministers shall, each wlthin'his competence, implement

12 the provisions of this Law which shall cone Into effect from

13 the date of its publication in the Official Gazette.

14 layid bin Sultan Al Uhayyah, 
President of the

15 United Arab Emirates

16 Issued at the Palace of Presidency in Abu Dhabi,

17 on 25th Rajab, 1)92 II.,

18 corresponding to 3rd September, 1972 A.D.

19

20 Translated by Legal Translation Service,

21 Law Office,
Hatin S Zu'bi,

22 FOB 2137, Abu Dhnbi.

?3 This is to certify that the above translation is a true translation

24 of the original text of the Lav ae published in the Official Gazette,

*5 t!o. VI, Year II, United Arab Emirates, Issued in September, 1972.

26 Attorney c. Lngal Consultant
HATIH S. ZU'BI

«7 LI..D (Hons), London of Lincoln's
Inn - Bacrister-at-law

28 Abu Dhabi, Bahrain, Amman.

29

30

31 

J?
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1 I,.Vrf FOU 'i'i!K DOYCOTT OF IMtA-JL F01! .'. ;JC9
(r..iw ;ii> . 12 roc

2

He, 7,,iyid bin Ktiltrin /.I lll.nyvjn, 

hci ^jy decit • .is follow:;: 

Mane of lj.iv rmd Kf f crt iw Pn to .

1, This Law shall be nanod "Lav/ for tlie Doycott of Inrael 

• for 1969" dnd shall core into cf/.cc-t from the date of 

signing hereof.

Dcf i

1° ?. In. this !..w: 
•

11 a. the- terra "Central Office" ehnll mean the Boycott of

1? l!;r;icl Bureau of the. Lcnguc of Arab rtutcs.

13 b. the term "Conferencr' of Liaison Officers" shall mean

tlio confc-tence hold by persons in charge of the tioycott 

15 of Israel Offices In the Arab .States os decided by

the Central Office.

Ectabl irhmpnt of 'the Boycott of Isragl Offico. 

18 3. . a. There chall be established in the territory an office

att.icliod to the Diwan of the Huler which r.hall be knovm

«s "The Doycott of Israel Office," hereinafter referred

to nr, the Office. , * ' ' 
b. The Office sliall together with the rentral. Of f ico under-

take co-ordinfltion of plans and nrrarigenents Cor inple- 

mentation of the provisions of this Law. 

" Appointrpnt of a Director for thf Office. 

'• 4. The Director of the Office shall be appointed by a Decree

issued by the mile and he shall be deemed to be the liaison 

officer with the Central Office. 

Dealinos wit_h_Irrael .

5. a. No pereon m,\y under any circumstances enter into an

agreement with any entity or person residing in Isiael 

" or nffiliatjyj thereto by nationality or working for the
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1 ' nccount or intere;;ts of Isijul.

2 b. national or foroicjn companies or establishments who

3 hold inti;rc ;,l£, blanches or yontcal .ig.-ncies in

4 iLr^el, or whose tiUitus conflict wi !i ectcibli^hcd

5 Boycott '"cqulotionc and Principles shall be doomed

5 to be bodies governed by the provisions of the pre-

7 ' ceding sub-clauco if the OCiicc decided that it

$ • ehall be co included. The Office may not however,

g make such decisions without recommendation to that

10 effect being made by the Conference of Liaison

.j) Officers.

12 Adirlar. ton of Israeli Corcmocli t ies Into the Territory.

13 6. •(!) Israeli banknotes/ goods, commodities, products

14 or any other rcovoble items shall not be admitted

j5 into the Territory nor nhall they be exchanged or

16 . traded in within the Territory.

17 (2) For the purpocos of the preceding sub-clause, any

18 commodity or goods shall be deemed Israeli if it is:

19 a. Manufactured or contains a part that has been ra.inu-

20 facturcd in Israel)

21 b. Imported from Israel and thereafter re-exported?

2? c. Made outside Israel with the intent to export the

23 seme for the account of Israel or any person specified

24 in Article 5 hereof.

25 Submission of Certificate of Origin.

36 7. Every person who imports goods into the region shall, in such

27 cases as may be specified by the Office, submit a certificate

28 known as "Certificate of Origin" stating the country in which

29 the commodity or goods was manufactured and certifying that

30 in the manufacture thereof no Israeli product was used as

31 a component.

3? ///
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• j Good 3 ddni I ?• ^'1_to t!ir- i-'roe lone or fri transit vitliin thp [ TfLc_r_itoc').

j 8. Without prejudice to any international agreement concc-rniny

3 any (joo<.'3, coran.ojiLios, product:, or banknotes to which the

4 Tcrril.'.'ry is a putty of, the provisions o£ Articles 5, 6 and

5 7 hcrrof shall apply to all goods, commodities 4 products

6 that may he admitted to the Free Zone or transit within the

7 Territory.

8 Peal IntjS in I sr_aj>li Cor nodi ties.

9 9. (1) Good^, comir.odit ie;: or products in Article 6 hereoc nay

JO not be displayed nor possessed, sold or purchased.

U (2) For the purposes of the preceding sub-clause, exchange

12 or donation r.hall he deemed to be salo and purchase.

13 JI* port n f__c orportj ties to Count r icsKxpo r ting to I n^arj..

14 10. The Office shall take necessary measures to b in export or

j5 re-export of any commodities as may be specified by the

J6 Conference of Liaison Officcrc to <iny foreign country v;hich,

17 It is cr.tahlishcO, will re-export the same to Israel.

18 11. (1) ,flny person v;ho contravor.es the provisions of thin Law

19 shall be liable to imprieoniuont for a maximum period of

20 ten years or a finp not exceeding seven thousand Dinars

21 or both penalties.

22 (2) For the purposes of the preceding aub-clause, and in

23 rer.pect of juristic persons, the parson who assumed

24 the businonr. in tiie name' of the juristic person shall

.25 be deemed to have contravened the provisions of this Law.

26 Confiscnt ion of re_«p.!i of Transport and Impounded I ten's. 
	•

27 12. Every means of transport that has been used in movement of
	 t

28 any goods, commodity or movable Items provided for herein,

29 shall be confiscated together with all goods, commodities

30 or movable items provided for herein that "are seized thereon.

31 ///

3?
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1 Rn?i!i-"'ei'.in frrui fqnalty.

2 13. Notwithstanding the provisions of Article 11 of this Law,

3 any partner wlio d.ivulyec information to the authorities

4 concerned resulting in discovery of a violation to the

5 provisions of thic Lav* r.hall 'not be subject to penalty.

6 Publication of Convictions.

7 14. Every conviction in respect of a contravention to the provi-

8 aiono of thic Law shall be written in conspicuous letters

9 and displayed in the chow window of the place of business

10 of the convicted person for a period of three months.

11 Rer.ovcl or Tearing up of Displayed .ConvictIon Order .

12 15. Any person who removes or tears any _conviction order dls-

13 played in accordance with the provisions of the preceding

14 Article, or defaces or erases the same in a manner that

15 makes any part thereof illegible shall be deemed to have

16 conn 1 ted an offence and shall be subject to imprisonment

17 for a period not exceeding three months or a fine not cx-

18 etching one hundred Dinars or both penalties.

19 Rewards to Persons Assisting in the enforcement of the Law.

20 1C. (1) Every person who seizes any item provided for in this

21 Lav shall be granted a reward of 201 of the value of

22 seized items.

23 (2) Pewarils awarded in accordance with the provisions of

24 the preceding sub-cleuse shall be divided among bene-

25 ficiaries, if wore than one, in proportion to their

2-6 efforts.

27 (3) Nothing in this Article shall except Government

28 officials fron receiving such rewards.

25 Inat 1 tut ion rf Procopclinos.

30 17. The Office shall undertake the institution of proceedings

31 filed in accordance with this LAW.
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As si K(: 3n_c£ ' -i the Of t i_cc.

2 IB, Uach C-p.ittment shall within its competence enforce the

3 provisions ol thin t,aw ami co-opotato with tlio OfCice in

4 . the performance of its functions.

5

Translated by Legal Translation Service,

7 Law Office

8 Hotin S. Zu"'bi

9 P. 0. Box 2137

10 ABU

11

12

f3 Thio Ic to certify that the above translation is a true trnnsla-

14 tion of t:,:- original text of the law as published in the Official

15 Cnzette No. I yp&r II Em i Late of Abu Dhabi, issued on Jan-Mar.,

16 1969.

17

18 • Attorney t Legal Consultant
HATIM S. ZU'BI

19 tL.B. (Hona), London of Lincoln'
Inn - Barristet-at-law

20 • Abu Dhabi, Bahrain, /unman.

21

22

23

24

25

26

27

28

29

30

31 

3?
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2 The Law of TCYl'T

3 (Dui<*rtn>ent of State- translation)

4 LSNO. 52029 - D

5 PALEST IN t AH CONFMCT

6 1955 Boycott of Israel

7 October 19, 1955. Law No. 506 ordering the boycott of lorael

8 (JO (Official C.i*ette) Mo. 812 )

9 In view of the Council of the Arab League's decision

10 of December 11, 1954;

11 The Council of State having been heard:

12 1. it shall be illegal for any natural or judicial

13 person to conclude, directly or through an intermediary, any

14 agreement whatsoever with agencies or persons residing in Israel,

15 of Ifcraeli nationality, or workng on behalf of lerael. It shall

16 alao be illegal Cor them to deal with local or foreign companies

17 or-entcrpr IGOB having interests, subsidiaries, or agencies in

18 Israel. The companies and enterprises referred to above shall

19 bo specified by a decision of the Council of Ministers or of

20 the authority which it may delegate in accordance with the

21 recommendations of the Conference of Liaison Officers.

22 2. Whether they come directly or indirectly from

23 Jorael, the admittance, exchange, or trade of goods, articles,

24 and products of any kind, as well as of securities and other

• 25 stocks and shares of Israel, shall be illegal in the Republic

26 of Egypt. Coodo and articles manufactured in Israel and those

27 whose manufacture or preparation involves any part of Israeli
	*

28 products shall be considered products of Israel. Goods and

29 articles re-exported from Israel, as well as those nnnufactured

30 outside the territory of Israel but with « view to their expor-

31 tation on its behalf or on behalf of a person or agency referred

32 to in Article 1, thai I also be considered products of Israel.
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1 3. . upon application for an impact permit at within 

the time eEtablished by the competent authority, importers may 

be required to submit a ccr tificot'5 of origin in the cases speci 

fied by the authority. The certificate thall state tho place 

of origin of the imported product's and affirm that no Israeli 

product was ustd in their manufacture or preparation. . Imported 

good-; shall be authorized to transit the customs zone only upon 

submission at every request of the certificate referred t6 in 

the preceding paragraph, subject to admin lEtrative confiscation

10 upon failure to produce the certificate within the required time.

•11 4. It shall be illegal to'export articles specified

12 by the Conference of Liaison Officers to countries which re-export

13 th'm to Israel, if applicable.

14 5. Articlor. 2, 3, and 4 shell apply to products

15 admit tod into the free zones of the Republic of Egypt or which

16 are-exported therefrom. They shall also apply to products which

17 enter the territory of the Republic of Egypt or transit it on

18 behalf of Israel or of a person or agency referred to in Article

19 1, without prejudice to the international conventions signed

20 by Egypt. • . , .....>.

21 6. It shall be Illegal to display, sell, purchase,

22 exchange, give, or hold the goods,'articles, or products referred

23 to in Article 2.

24 ' 7. Any violation of the preceding articles, with 

?5 tho exception of Article 3, shall be punirhcd by hard labor for

26 a period not exceeding ten years to which may be added a fine
*

27 not exceeding LE 5,000. If the offender is a juristic person,

28 the malefactors associated with it shall be punished by the said

29 penalties. In all cases, the judgment shall order the confiscatior

30 of the articles seized and the means used for their transport.

31 if their owners had knowledge of the violation at the tine of

32
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,8. Offenders who denounce their accomplice* for one 

of the violations mentioned in the preceding articles, if the 

denunciation «CCcctivoly reaullo in the discovery of tho violation, 

shall be cxciapt froi.i the penalties ceL forth in Article 7, save 

confiscation.

9. An ubstract of-the conviction for violations of
D

this law shall be published in large type in a daily newspaper 

at the convicted person's expense and posted for three months 

on the front of hia business establishment, factory, warehouse, 

or other place of work. Any person who removes, defaces, ot 

dances the said notices chall be liable to imprisonment not 

exceeding three months or to a fine not exceeding LE 20, or both-

10. A cash reward shall be paid to any person, even 
a State official, who ccizos or contributes to the seizure of 

the articles condemned by this law, the'amount of which shall 

be fixed ct 20 percent of the value of the confiscated articles. 

If several persons cooperate, the reward shall be distributed 

in proportion to their efforts.

11. The officials appointed by the arrfete of the 

Minister of the Interior shall have the authority of judicial 

police officers in establishing any violation of this lev; or 

the arreto issued for its enforcement.

12. Thia law chall apply to thff violations provided 

for therein to the exclusion of any other provision.

10

11 

It.
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16
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The Law of IRAQ 
2

The Boycott of Isiaol

1. Law Ho.' 34 of l'J56 ratifyiny the Unified Law on 

the boycott of Israel Peculations. 

, 2. A bulletin on the position of the Arab states
D

- with respect lo conferences to v;hich Ir.rael is invited.

e

9| Low Ko. M of 1906 Ratifying the Unified Law 
.. On the Boycott of Israel Regulations

.11 After perusing Article 23 of the constitutional statutes,
3? and by virtu 1; ct the riyhtc dele'iatod to us by consent of the

Parliament, w? have ratified the following Law;

Article 1. His Majesty the King nay take the measures 

necessary to ratify the Unified Law on the Boycott of Israel 

Regulations that was approved by the Council of the League of

Arab States in its meeting held in Cairo on December 11, 1954,
18 in its twonty-srcond session.
in

Article 2. This Law shall come into force as of the

20 date of its publication in the Official Gazette.

21 Article 3. It Is the duty of the Ministers of the 

State to implement this Law,

Done in Baghdad on the 15th day of the month of Shawwal 

in the year 1375, corresponding to the 26th day of the month 

of May of the year 1956.

26 ---''.ished in the Official Gazette, No. 3802 of June
?7 6, 1956.)
28

29

Draft of the Unified Law on the Boycott of Israel Regulations

(As drawn up by the Council of the League of Arab States 

In its nceting o£ December 11, 1954, in its twenty-second session.)
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ActicJe 1. All persona, whether natural or lcg«l, 

are prohibited from waking, whether directly or through an 

intermediary, any covenant with entities or poisono resident 

in Israel or belonging to it by the it nationality or who arc 

working for its account or who are acting in their [tr. note: 

sic — probably should be "its") interest, wherever they nay re 

side. This shall apply whether the object of the covenant be 

comnercial transactions, financial operations, or any other 

dealing o£ wMtevor nature.

10 Do nestle and foreign companies and institutions that

11 have interests or branches [tc. notei can also mean "subsidiaries"]

12 or general agencies in Israel shall'be considered as being in 

13- the category of entities and persons with which dealing is pro- 

M hiblted in accordance with the preceding paragraph, as determined

15 by the Council of Ministers or the authority empowered by it to

16 do eo, in accordance with the recommendations of the Conference

17 of Liaison Officers.

18 'Article 2. Prohibited is the entry or exchange of

19 or trading in all types of Israeli goods, merchandise, and

20 products, as well aa financial paper and other kinds of

21 negotiable instruments, in [Iraq]. Considered as Israeli are
22 goods and merchandise made in Israel or into''the manufacture

23 of which there has entered a part consisting of any percentage

24 whatsoever of products of Israel of any kind, and .whether such

25 good* and merchandise have arrived directly or indirectly from

26 Israel. .

27 Considered as being in y the category of Israeli goods

28 arc merchandise and products that have been transshipped from

29 Israel or made outisde of Israel with the object of exporting

30 the* for its account or for the account of one of the persons 

SI or entities indicated in Article 1. 

32 ///
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, E Article 3. The importer., In cauca to be determined by I
the competent authoritics, nuiut present a certificate of origin

. Article 4. It is th" duty of the competent authorities 

„ . to take the measures necessary to prevent merchandise designated

10
foreign countries that have been shown by tlie Conference to re-

12

13

14
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16

17
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19
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21

22

23

24

25

26

27

28

29
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31 
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in which '.:he following arc clearly r. I a teds

A. The courilry in which the merchandise was made. 

B. That tliore has not entered int< -he manufacture

of the merchandise any percentage whatever of

material produced In Israel.

by the Conference of Liaison Officers from being exported to 

foreign countries that have been si 

export such merchandise to Israel.

Article 5. -The provisions found in Articles 2, 3, 

and 4 shall apply to nerchandise entering free zones in [Iraq], 

or exported from such zones.

These provisions shall epply also to merchandise that 

,is landed on the territory of [Iraq] or that transits its terri 

tory and that is consigned to Israel or to one of the persons 

or entities resident in Israel. However, this provision shall 

7101 prejudice the provisions of international agreements to which 

one of these states may be a party.

Article 6. It IB prohibited to display (tr. note: 

or "offer for sale") the goods, merchandise, and products referred 

to in Article 2 or to sell, purchase, or possess them. In carryin 

out the provisions of this Article, any transaction that takes 

place by neon? of donation or barter shall be considered as being 

In the category of cale and purchase.

Article 7. Any person who contravenes tho provisions 

'of Articles 1, 2, and 3 shall be punished with a term of hard 

labor of not less than three years or more than ton years.

To a sentence of hard labor nay be joined a fine of 

not more than five thousand Egyptian pounds (or the equivalent
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thereof). II the delinquent person in one oC tlio preceding 

offences is a loyal i'ptno:i, the pen.ilty .-jhall be enforced against 
the put Co 11 ot perrons w'.io cos'iinit.'d the offence and who bclongi-d 

to the legjl person. .

In all cases the effects distrained chall be ordered 

to be confiscated on behalf of the government, as shall bo the 
means of transport used in the commission of the offence, if 

the owners o£ such transport were aware that the offence was 

being cornmlt^d.

Article 8. Exemption from the penalties — with the 
exception of that of confiscation --'provided for in the preceding 

Article eha] 1 be grnnted to that delinquent party or those delin 
quent parties, if there are wore than one, who undertake(s) to 

inform tho government of those taking part in one of the afore 

mentioned offences, and if such information in effect leads to 

the discovery of the offence.

Article 9. Resumes of all judgments ot culpability 

that have been handed down in offences commited in contravention 

of the provisions of this Law shall for a period of three months 

and at the expense of the person found delinquent, be displayed 

on the front of the delinquent's commercial establishment, factory, 
store, or other piece in which he conducts operations.

The removal, concealment by any means, or destruction 

of such resumes shall be punished by imprisonment for a period 
of not more than three months and by a fine of not- snore than 

twenty Egyptian pounts (or the equivalent thereof) or by one 
of these two penalties.

Article 10. Monetary rewards shall be paid through 
'administrative channels to any person, whether or not he be a 

government employee, who seizes the effects that are the subject 
of the offence specified in this Law or facilitates their seizure. 

The rewards shall consist of 20 percent of the value ot the goods

14-772 O - 76
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ordered to lic.confl.-ic.itad, iml?is local laws provide for rewards 

in excess oi this percentage. In the event that the rewards 

are due to mom than one: person, I lie rewards cha.1.1 bo distributed 

among them, to each poii;on according to the effort he has expended.

Article 11. Offcnses occurring in contravention of 

the provisions of this Law or of the regulations implementing 

it shall be substantiated by office-is charged with this task 

by the State and who possess legal authority and powers.

Article 12. Lows, decrees, and regulations that conflict 

with the provisions of this Law shall be abrogated.

(Draft Resolution)

The Council approves the Unified Law on the Boycott 

of Israel Regulations in its accompanying form and recommends 

to the member states that they enact it into law.

• (Draft Recommendation)

The Council of the [League of Arab] States recommends 

that effective measures be taken to control the movement of 

•aritlnc, air, and land transport to prevent entities and persons 

from dealing wi<h any of the aforementioned means o£ transport 

that have been blacklisted and to increase the severity of the 

penalties against violators. 

///
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ARTICLE I:

t

ARTICLE II:

•

ARTICLE III:

1
32 S

Tha Law of Jorcl.in 
(Dopnrtment oi ijtatV v'j ans

UHIFIEPI LM'i' OP THE BOYCOTT OF If.KAEL 

LAW NO. 10 OF 1950

A, Tills Law is titled The Unified Law of the 
Boycott of Israel of the four 1958, and 
will becoir.a effective! a.~ of the data of 
publication in the Official Gazette.

B. This Lav; supercedes the Law of Tr?'."ir.g 
with Israel, No. 66 pf 1253, and the 
Amendr-iut, The Law of Prevention of 
Trade with Israel No. 5 of 1956.

Any natural or legnl person is hereby 
prohibited from concluding any agreements 
or transactions, either directly or 
indirectly, with any person or organi 
zation residing in Iscael, or affiliated 
with Israel through citizenship, or working 
for Israel, either directly or indirectly, 
regardless of place or business or rcoidence. 
Foreign company with branches, interests, 
or general agencies located in Israel, are 
considered persons or organizations herein 
banned from concluding or transacting agree 
ments of any kind.

A. All Israeli goods, commodities or products 
are hereby prohibited entry into Jordan.

B. All goads, coixnoditiae and products imported 
via a Jordanian port, or consigned to B 
Jordanian citizen or resident of Jordan, ore 
hereby prohibited export to Israel.

C. All goods, corarwdities and products arc con 
sidered Israeli if they are manufactured or 
produced in Israel, or if such goods contain 
any Israeli produced material, or if ouch 
goods originate in Israel directly or 
indirectly.

D. All goods, commodities and products exported ' 
to Israel or consigned to any person or 
organization described in Article II, are 
considered Israeli products, even if such 
products were manufactured or produced outside 
of Israel.
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ARTICLE IV: All pc-r;;onr;, co::;?ani ru or or^anJ /alions
dc;siri HI to e::|<;rt tjood". into Jordan must 
!;ubn\j I , whenever rcijuiruU by Jordanian 
Authoi j tio:>, a Certificate of Origin, 
titoting the following information:
1. The country in which the goods were 

ruinutactui.-cd or produced.

2. A o.tatcment that t.hn goods intended 
for export contain no Inraeli goods 
or material.';, regardless of proportion.

ARTICLE V: AH appropriate authorities ore hereby
directed to tal:e all necessary measures to 
prevent the export of commodities and goods 
specifi' d by the Arab Liaison Officers Con 
ference to any foreign country if it is provd that such good:; are intended for 
re-export to Israel.

AjmCLEJ/I: Tho provisions of Article- II, ITI, and IV
apply to all goods, coitraoditieL; and products imported to or exported from any free zone 
in Jordan, or which land in, or transit. 
Jordan, if such good:; are intended for any 
perr.on or organization described in Article 
II, provided that such prohibitions do not 
prescribe or disturb any provisions of any 
international agreements in effect at the t imi 
to which any Ar.-ib country is a party.

ARTICLE VII; No goods, comiTOdities or products described ~ in Article ill of this Lav; may be owned,
purchased, or sold. Any agreement or trans 
action involving such goods, commodities or 
products concluded, x^hether in the form of 

, donation or trade, shall be considered as a 
transaction or agreement prohibited by this Law.

Violatorr> of Articles II, III or I" of thii 
Law shall be sentenced to imprisonment ftt 
hard labor for a period of not less than 
three (3) nor more than ten (10) years. The' court may in addition to such imprisonment, 
impose a fine not in excess of five thousand 
(5,000) Jordan Dinars.

B. If such violator is a natural person, he shall 
be punished by both fine and temporary 
imprisonment at hard labor.

C. In all caner, of good's seized under the pro 
visions of this Law, such goods shall be 
confi3cated by thn proper authorities, together with the nn?anr; of transport used to convey 
such confiscated qooil:;, if it can bo proved 
that liic; owners of suc:li mCrins of transi-irt 
were aware of the violation.

ARTICLK VIII: A.
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Anrrcr-n ix:

ARTICr.C X:

AKTICLE XI:

ARTICLE XII:
'

APTICLE XIII:

ARTICLE XIV:

1
32 i

Any poison convict:.".] uiul'T the provisions ol 
this Lav/ subsequently giver, information to 
the authorities leading to the discovery of 
any other act. proli ibi ted under this Law shall 
bo exempted frbm all sentences and penalties 
described in Article VIII.

All persons or companies convicted under the 
provision:; of. this Law shall have their name, 
fiict of conviction/ crime, and sentence 
publicly displayed in a prominent place in 
their factory, store, or place of business, 
at their expense. Any person ''/ho rcirovf;!,, 
covers, or destroys such display without 
proper authority r.hall be sentenced by a 
magistrate to a period of not .nore than three 
(3) months iniprisoniucnt, or a fine of twenty 
(20) Jordan Dinars/ or both.

Government officials or any othor individual 
or individuals who seize or assist in the 
seizure of goods standing in violation of the 
provisions of this Law shall be financially 
rewarded, such reward equalling 201 of the 
value of the seized goods.

All Government officiala who properly pros 
ecute crimes within tha country arc? t""-oby 
directed to prosecute violations of ;he 
provicionr, of this Law.

All prior laws, regulations, decisions and 
amendments whose provisions in part tr whole, 
conflict v/ith the provisions of this Law arc 
horcby cancelled.

The Prims Minister, The Minister of I'innncc, 
Justice iind Interior are hereby empowered to 
carry out the provisions of this Law.



702

The T..I!-' of

3
P P, E A M I) L E4 "

5 _
Ho, Abdallah al Salem al Sabjh

6
Ameer of Kuwait

7
Aftor pcru'j.il of the Constitution

8
And of Amec-i-i Decree promulgated 26 May 1957
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Anise r of Kuv/ait
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regarding the boycott of Isr.'icli merchandise 

Iho National Assembly liaving approved 

the Ordinance the text of which follows 

Hrrcby sanction and prtmulgutR it.

Promulgatod B Muh<irram 1384 AH 

Corresponding to 20 Hay 1964 AD



703

1

2

3

4

6

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

26

29

30

31
i n

0 R I) I II A N C n Ko. 21/l'j61
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translated by

Erncat Abc.arius
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Av.-quf Ulclg Flv 2 Apt 9 
Fahd al 51alom Avonue 
P.O. Ilox 2998 Kuwait
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1 Article 1

2
5 It shall be prohibited for every natural o- loyal person to

( contract an agreement personally or through an intermediary
6 with organizations or persons residing in Israel or (with

6 persons) conncctc-d by nationality with Icx'ael or acting on

7 Israel's behalf or in Israel's interests wherever they may

0 be domiciled where the purport of the agreement is (to carry

9 out) comj,-;rcial transactions or financial operations or any

10 other deal of whatsoever nature.

11
Shell be deemed falling within tho pale of organizations and

12
perr.ons proscribed from being dealt with in conformity with the

13
preceding paragraph firms and establishments of whatever nation- 

14
allty which have interests or branches or general agencies in 

16
Ir.raol as (to be) decided by the Supervisor of Boycott Affairs

16
in accordance with the rccoimendations of the Liaison Officers

17
Conference. . • - 

IB

19 Article 2

20 . '
Sh.il! be prohibited the nntry or exchange or possession of

Israeli merchandise, goods c-.nd products of all kinds and shall 
28

be prohibited as well trading therewith in any manner. The23
prohibition shall be applicable to stocks and shares and other24
movable Israeli valuables in the State of Kuwait.25

»
26 Shall be deemed Israeli the merchandise and goods manufactured

*' in Israel or those in the manufacture of which there entered 

28 a fragment in whatever proportion of Israeli products of all 

" kinds irrespective as to whether such merchandise and goods 

" were imoortoc) directly or indirectly from Israel.
31

32
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bo d-jeir/.-d fallino within the pale of Israeli mcrchondir.n 

the goods I'uiil products roshippcd from Israel or manufactured 

outride Israel with the intent of exerting such gpodr. and 

products for Israel'a account or for tho account of any of the 

persons or organizations stipulated in Article 1."

6
Article 3

7

Whera sped find by the Supervisor of Boycott Affairs it chall 

be incumbent upon the importer to submit a Certificate of Origin 

elucidating thorc-in the following data:

a. the country in which tlio goods were nanufncturpd. 

b. that no material from Israeli 'products in whatever 

proportion entered into the manufacture of the 

goods.

The Customs and Ports Authorities shnll take whatever measures 

necessary to prevent the export of goods to foreign countries 

which are proven to re-export such good:; to Israol as determined 

by the Liaison Officers Conference.

21
Article 5

22

23 The provisions of Articles 2, 3 and 4 Ehall bo applicable to 

goods entering or exported from areas deemed tones tranches 

in the State .of Kuwait.

r
Such provisions shall be applicable as well to goods unloaded

in tho territories of the. State of Kuwait or transiting there 

through which are consigned to Israel or to a person or organi 

zation domiciled therein.
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Article 6

a
Shall be punishable by temporary forced labour for a period of

3
not less than three yearn but not exceeding ton years any one

4
who violates the provisions of Articles 1, 2 and 3. .

Together with the sentence in forced labour it shall be 

admissible to impose a fine not exceeding five thousand Kuv/aiti 

Dinars. Where in any of the aforementioned offenses tho offender 

is a legal person the penalty shall be imposed upon the (actual)

10

11

12

19

26

29

50

perpetrator of the Offence from among those connected with tho 

legal person or upon the person responsible for the commission 

thereof.

15 _
In «11 of the cnscs sentence shall be pronounced in confiscation

14
of the things seized in favour of the Government and sent.' nee

15
shall be passed as well in confiscation of tho means of trann-

16
port used in perpetration of the offcnne where the owners

17
thereof were awaro of such use. 

10

Article 7

.20 .
Save for confiscation shall be exempted from punishment whosoever

from anong sundry offenders informs the Authorities of tho
22

Accessories of any of the aforementioned offcnses where such
23

information actually leads to the discovery of the offonse.

Article 8

£6
Abstracts of all Judgments issuing in conviction of offenses

committed in violation of the provisions of this Ordinance shall 

be proclaimed at tho expense of the person sentenced in large 

letters on the facade of his business premises or of the factory 

or stores or otlior preniscs which he operates for a period of 

throe months.
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Whoro.'vnr ron.ove;-. or JprUroys r,i:r:h abstracts or conceals them 

in nny nunnur :-iiall bo punishable by imprisonment for a period 

not excluding vhrea months and cliall be penalized with a tine 

not exceeding cue hundred Kuwaiti 'Dinars or (chall bo inflicted) 

any one of tliOi;c.' two penalties.

6
Articlu 97 "

8

IB

19

20

81

22

23

27

28

29

30

31

32

Every person whether from anvyng State functionaries or fromr 

among others who seize the things (forming ''he) subject 

(matter) of Ilic offence?; stipulated in tha Ordinance OK who 

facilitate:;) ^ci?.uro thc-reof shall receive through administrative 

channels a gratification at the rate of 7.01 of the value of. the 

things ndjudcjnd in confiscation. Where' several (persons) 

deserve the gratification such gratification chall be divided 

among them ouch in proportion to his endeavours.

10

11

12

13

14

16

1C
Article 10

17

Substantiation of offenscs occurring in violation of the 

provisions of this Ordinance or of the Orders in implementation 

thereof uhall be carried out by the functionaries delegated for 

the purpose by Decree issuing from the Minister of Finance t 

Industry; and such functionaries uhall in tho application of

the provisions of this Ordinance havci the competence of Court 

Warrant Officers.

25

26
Article 11

The Ordinances, Decrees and Orders conflicting with the pro 

visions of this Ordinance aro hereby repealed.
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1 Article 12

2 _
Kach within his competence: the Ministers :;halJ put tliis* Ordinance 

5
into execution which Ordinance shall corns into force from the 

4
date of its publication in the; Official Ca/.ette. 

6

6

7 
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With the help of God, may He be exalted. 

9

We, Eu'ud bin 'Abd al 'AzTz Al Si'.'ud,10
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The Law of S.iucli Arabia 

Kingdom of :".'.uUi Arabia 

Office of the Prirx! Minister

Royul Decree'No. 27 of 25/6/1382 [Novenber 23, 1962]

King of the Kingdom of Saudi Arabia,

After perusal of Article 19 of the Council of Minicters Statute 

promulgated by Royal Decree No. 38 on 22/10/1377 iMay 12, 19581,

And on the^bnsls of Council of Mini stern 1 Resolution No. 312 of

21/6/1382 [November 19, 19C2],

And on the basis of the presentation nutdc to us by the Prime

Minister,

Mnfco the following decree:

1. We approve of the Cpde of Regulations for the 

Boycott of Israel in the form attached hereto.

2. The Prime Minister and the Ministers, each in his 

appropriate capacity, r.hall implement this Decree.



6
Tho Council of Minis Lor.':,

After pcrur.ing the Prime Minister's Office document 

No. 21304 of 7/11/81 (April 12, 1961) relating to the project 

for the directives of the Regional Office for the Boycott of

10

11

12

14

15 

10 

17 

IS

49

50
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Kingdom of P.niJi Ar.ib'.;\ 

Office: of the I'rirr.o Minister

Decree No. 312 of 21/6/32 [November 19, 1902)

Israel and to the project for the Unified Code of Regulation:, 

for the Boycott of Israel that it IE proposed be promulgated 

in tho Kingdom,

And on the basis of t.Iio Committee on Organizations' 

recommendation No. 40 of 9/3/1382 (August 10, 1962], 

Resolves as follows:

1. To accept the Code of Regulations for the Boycott 

Of Israel in the form attached hereto.

2. To draw up a draft Royal Decree on the natter, a 

copy of which is attached hereto.

3. To approve the directives of the Regional Office 

for the Boycott of Israel in the form attached hereto.

Done According to the above,

(Signed) His Highness the 

AmTr Fay sal

Prime Minister
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1 CODi: OK KEWLATJON5] FOR THE BOYCO|rT Of jfSRAEr,

2
3 Article 1. . • .

4 (A.J All perr.ont, whether natural or legal, are

5 prohibited from concluding, whether directly or through an

6 interne-diary, any covenant with any entities or persons

7 resident in Israel, of Israeli nationality, or working for the

g account or Intermits of Israel, wherever they may reside. This

9 shall apply when the object of the covenant consists of

10 coirmercial dealings, financial operations, or any other trans-

11 action of whatever nature.

12 D. Dorrostir and foreign companies having interests,

13 branches, or general agencies in Israel shall be considered to

14 be in the category of entities and persons with whom dealing

15 in'prohibit—d umlor the pi^ccding paragraph, as determined by

16 the Council ot Ministers or by the authorities authorized by

17 it to do so in dccordjr.ce with the recoimiendations of the

18 Conference of Liaison Officers. '

19
Article 2.

20
A. The introduction or importation of Israeli

21
goods, merchandise, and products of all kinds, or of financi.il

22
documents or other negotiable instruments into the Kingdom is 

83
prohibited, as is exchanging them or trading in them.

24
B.. Considered as Israel are goods and merchandise

25
made in Israel or into tha manufacture of which any percentage

26
of Israeli product.*: of any kind has entered, whether such goods

27 .
and merchandise have arrived directly or indirectly from Israel.

28
C. Considered as being in the category of Israeli

29
goods arc merchandise and products transshipped from Israel or

30
made outside of Israel with the object of exporting them cither 

31.
for the account of Israel or for that of any of the persons or 

3't ||
1 entities stipulated in Article 1.
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1 Article 3.

2 In cases determined by decision of the Minister of 

Commerce and industry, the importer must provide a certificate 

of origin in which the following arc clearly stated:

6 A. The country in which the merchandise was matte.

6 a. That no Material consisting of Israeli products 

in any percentage has entered into the manufacture of the

8 merchandise.

9
Article 4.

10
The competent authorities, who are to be appointod by'

11
deals ion of the Minister of Commerce and Industry, have the 

12.
duty to take the Measures necessary to prevent goods designated

by the Conference of Liaison Offiqurs from being exported to

foraign countries that have been shown to re-export them to
15

Israel.
16

17 Article 5 '.

The provision:; found in Articles 2,. 3, and 4 apply to 

15 merchandise entering or exported from free zones in the Kingdom 

20 and to merchandise landed on or transiting the territory of the 

Kingdom with the object of exporting such merchandise either to

22 Iwrael or to'any persons or entities resident in Israel. These

23 provisions shall bo applied with due regard to the provisions

24 of the international agreements to which the Kingdom of Saudi

25 Arabia is a pnrty.
26

Article 6.
27 .

It is forbidden to offer for sale, sell, purchase, or 

possess the goods, merchandise, and products referred to in 

Article 2. In tha application of this presnnt Article, any 

transaction carried out by donation or barter tiltall fall within 

the category of uale and purchase.
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29

30

31

32

Article 7.

A. Any parson contravening the provisions of 
Articles 1, 2, and 5 shall be punished by imprisonment for a 
period of not less than throe years or inora th<m ten years 
and with a fina of not. leso than five thousand or inoro than 

fifty thousand Saudi riyals..

B. Any parson contravening tho provisions of Article 
3 or Article 6 shall be punished by imprisonment- for a period 
of not less than throe months or moriS than three years and by 
a fino of not less than five hundre.d or more than five tt.ousarrd 
Snudi Arabian riyaic, or by one of these two penalties.

C. If the delinquent party is one of the forpyaxng 
offcnses is a legal person, the monetary penalty shall be- 
enforced against that member or those monbers of the legal 
person uho committed the offense.

. D. in all cases, the effects distrained shall be 
ordered to be confiscated, an ahall be the means of transport 
used in the commission of the offense, if the ownors of the 
letter were a warn that the offense was being committed

10

11

12

13

14

15

16

17

18

19

20
Article 8. 

81
Exemption from the panaltics provided Cor in Article 

22

£3 

24 

£5 

£6 

27

7- — except for that of confiscation — shall be granted to any 
of the delinquent parties, if there are more than one, who 
under takes "to inform the Government beforehand of the persons 
taking port in any of the aforementioned offcnses, if such 
information in effect leads to the discovery of the offcnse.

Article 9.

A. A resume of nny adjudgment of guilt under tha 
provisions of this Code of Regulations shall be published in 
lartjo ty->a in Uio press at the expenses of tha person found

74-772 O • 76 - <6
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guilty. In Addition, also at his cxponua, thfi Banns resumo in 

large letters shall be affixed to the front of the coimcrciol 

establishment, factory, store, or other place in which ho 

oparateo, for a period of three months. . .

B, The removal, concealment in any way, or des 

truction of such re-su/r.e shall be punished by imprisonment for 

a period of not r.ora than three months and a fine of not more 

than two hundred Saudi riyals, or by one of tn^ae two penalties.

9
Article 10. 

10
A reward shall be paid through administrative channels 

U
to any parson, whether or not a Goverrjnent employee, who seizes

or facilitates the seizure of the effects involved in the
13

offcnses indicated in this Code of Regulations. Tho reward shall
14

consist of 20 percent of the value of tho effects ordered to bo 
16

confiscated. Jn the event that the reward is due to more than 
16

one person, it shall be distributed among them, each receiving 
IV

a share in proportion to the effort ho has expended, as decided
18

by tho Minister of Commerce and Industry.
19

Article 11.

A. Officials appointed by tho Ministers of Co:tmerce 

and Industry, Finance, Defense and Aviation, and Interior shall 

investigate and substantiate the commission of the offonses 

specified in this Code of Regulations or in the decisions
• -

implomanting it.
if

B. After offcnses have been investigated and con 

firmed, the Ministry of Commerce and Industry shall bo the 

authority competent to refer the cases to the body that is to 

try them.
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1 Article 12.

2 1. The olfenticr, specified in this Code of Regulations

3 slirtll be referred to a body couponed of:

4 . 1. The heed of the Council on Inequities

5 2. A Icyal advisor from the Council or. Inequities

6 3. A legal advisor from tho Council of Ministers

7 2. The dr:ci:;ion;i of this body are to be considered

8 as effective only after they have been approved by the Prime

9 Minister.

10
Article 13.

11
Regulations and decisions conflicting with' the pro- 

18
via ions of this Code of Regulations arc abrogated.

13

14 Article 14.

10 ' It is thn duty of this Prime Kinistcr nnd the Ministers,

16 each in his appropriate capncity, to implement this Code of

17 Re<j-.!l<itions. Tho Cods of Rr^gulationn Is to be considered as

18 coming into force ar, of the date of its publication.

19

20

21

22

23

24
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30
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33
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RAFIOAIN BANK
•BAfDBAKlK"

ttashid GU'fi«tHia«rh 10?.

ot America, Baghdad 15th Oct.,?', 
Mew 'fork, U.S.A. confirn.'tioa of telf^raui dat.M 1f>th Oct,?S.

IMIVOCABIE CBfDIT No. io7/tB}"3 

Dwf Bin

Ptew oo4ify Uovn . Mnrley Intornational I tic, 500O tfoxriiige Drive Mission 
. Kanaafl, 60202, U.S.A. "Moat u.iim* )»m c,.iinm,ui....i 

JM* hy onto of MMKI Ratio As-Sahabt Baghdad. 
w» ow nor Oradit lor tn tmaart not MooxlinK <"»«J •>' rf.'4^80/— (S«» UsdOllurB four
.-_ thousand four hundred eighty only. ,
•ttiUU* IftiMt fumnrfuf of U>» following dunuroon'. booniiK our Oi»lit_jNnmhm^ • ' 
1 Ha»j» or 8i|lit Dntt 
I C*rtirn»t> ol Onfia.

y'i omnul «nfD«d oonmoirial inx.it.. in r<|jlil oop»« IMUW! in II..- ii.cp.f ..(ll.r l.uyvr iu.li, aimx !!»• iii^ril,.i,.l>» 
of orttfin, country nf i'n*mif». turn. doveriiAK'n, qtmnlily, [.nnv Mtl.nv Htxpl. n»- l'iwl(». KT<. -* »r>t;iit. i..t wt.i^l.c 

chftlfM. trftd* diMouni. if nny. *ml *n> «U>< r rul,.^i.' M-f.niiuiti .11 I <•• ^..i>>- rx|. .itml d .n. OMI . »|tentat it.ti 
by Ctun* Council for I'mmufcum of Inuinukhuu'il rm<lo t, r tl.mr liidin).. »• it(\.>!'tihl.|. 
Oinnnin m«t>«< (») tataw :
( 30 Pull •»* tliippiti^ eompany't rl*in ou ho4rd Rill[nj nf I«lmp! laitrkotl 't'i«M»;lit iin-i^uJ' to orJw uf lUful'.m bunk ui t.. 

oiriw of fthlppar uodurwvl to ft AI'I DA1N HANK, ni.tifyin,: t.uyn.i. itii.l ;'i..v%ii.i: thAt tl'f t>tu»,,.< i in IK.I •ctK^lul .1 I,. i*N 
•t toy Ivtell port, or by uny other nvi'iou<f U, Itmt (.ff.»t. i*n.| c<-itifviu< tt.at II.t. ciiryiii;; ^.lUi.ft in no' in* I.,.I I 
in UM Itiqi Unrvrrnoirol Hi^klml.

( ) Aii»»T BlUl/Ptral I'u^l IIotfi|it« oho*ing percrl. 1,1.^,, ,,ut m tl.n .1.1,10"..! KAK1DAIN IMN'K >iul client • U»MM 
B&rk<*d "I'nilCtik l'lfp*i()k . Ont-um«llill *tui*l:rH ({'"'dx j">". 'l.h' thri.u^l. I'.kl: -Nlir KT. ui.t ati-i'ii-uM. Pituolt an.I R.vf.1'1 

biftr Cmdit Nuiulior und huyvr'B c«mo itn<1 U.MI-IV.A

( )U»l»y Bllll iDMhout in tti«n>nio>f HA !• IDA IN II\NK irni.lu.l I HI, I.' I'M] . I .
( ) gliippu* Cmptay'i «0»iKnim>nt note rnuUI • Ki,ii,:i,t Prn; ,.id ' l, inl.r.' KAKIIlMN H\NK. i.r t,, unl,,r i.l 

Kuiu(nora«iidi>t«.(l tn KM IIM1N IIANIi

jftfcmiiinj One lot •hiptnentt from U.ll.A. to Uasrab

Cooling Towers and parts. ,,,r,-io'> wv •••**• 
lap.Licence Ho. tSJac 1?1 dated 0.9.70. .;•*'!•<»

«|*M-. •'Cl. r '•

,- '»»

,,-, u, M O l»T "0 -• •——"

C&i1 ' iiunrah, or 
('• « I Hisrtih via Kuwwit.

IHJI«OttlO«S : '"" ' ""' ' ' '" ""' ''"' 

' . P.vipei,! und'ur .if((..l.»l)(in ui«i«. llm Cfflit i« n lnri ( .| t,. |I,,< A'ln>i"i: l^"k. uh!.-». .,il.i-ii»i-.,- »i»i»!
3 ItCmtil n Iranif.-i.We K|>IIIIU| l»nk ,1 to i.l.un. ..ur pi,,,, ,,|.,,,,,.U ..( U. i..,i,,n n..,l ,..! !/.•"(>( ill.' li»ti«f.ir»r 
* • Inlonn nn wtwn tin- credit i« runti !!<•» wtiollv ,,r |.,.ti..*!l\
4 . In en** tmnMhipnifyit I.. nlKmwd j-.rt i,f ir.ifntn|..... i,t u n I the s. t , n.i ( A. r^it.j; VI- B M-| ^ iimnc stii^jM !.•• ifid.«->*:,>.l on i ' -

Mull... I., I i (l.d.n^ 
^ . In rftM) •lupliwnl •>r.Si!(«d TIB Ih'injt, forVftrdffK nklri'- frnin bi'intt (<. M >^S.I.kii <ir tl.nr ftKnnt* iminr in Il^h.l \ \ munt In

nl.lnj un III* Hill nf Ulini: I..-.HI.T R.tli C.Hlifi. Nuii.lmr. 
ml

Pita*. (iTWfcrtl ill thrt chlppir.f; ddcum-inls, f.K^irdni./: t., u-. an i I.. I : .< I. it, it, .n 1111; I. ill, 1. tli.r tl. ( i..1.l |. i in» I.AV 
Cottpliad witti Jri m/iihumeuiL>nt of ^our piyirimili -

( JP ])cbit^yfK)(Ount with TOU uixW «<|VIKI
( ) Dr»w un uur runr^t M^uunt with our 1,'.U'I' n i ftn*. nndi'r t.lnro
( ) ItimLun,. y,»r.rfl>..s or, Ih.
Tbi« trwlit r«n»ini t»!id in O.J.A. unlil l^th April. ?C).

TIII8 OHKIlIT IS HllimiT Til TIIK 'NIKlHM rl-,n>«< (Sli I'hti M t fill I . . I IIK^T HIT i lulu r QfJfK H'f':^ • 
1NTKR.NAT1HHAI. CIIAMIIKH 1)1 'l.'i.MMI K. t iL.'iiiiir^ JC.in pu)>l 1 r.'lt 1O11 h'j.POO. 1>)7'V .

The, attached addendiua is ou lutc-i-il ,- irt .n. n>. ' '

T.R

P I. O.

r .
! .,(' ,» •
V I'l/l't-r?*0 / 7 S \ ,/X'1 -- ' r.,!/,'!/ 
.y B AF i r> «,].»< >T»WK



1o-r

G£t
-
l

3f~
^

f
.

E
H

™u£_,
*=

•1--Y
^ c.

C
' -^

T3 ^
V

 
- 

^
 
E

a
o

-j

tn

S ^3

^
 T?

• ; 
_,

t?
 

1
r

O
 

(-1

o
 

J-j
>

 
E

-
tr o

ffl 
0
 

c
 

C
L. 

-

B
 

C
Li 

3
Oc'»«0

-H
|

L« C
O

 
^

u 
c

c 
•«-*

"3
 

C
-* 

rl 
0

 

** 
U

r
-
 

C

•J 
--4

^ n £
i

'-. 
y 

2
*J -^ 

c
-—

2 
c

K

S
*-- 

C' 
<C

c: -3 > c
W

 
+

J 
>

~
o -a 2 —
.-3 

C
 -^ 

—
U

 
a

 
C

 
r-

A
 

0
 

?
a? ffi t;

—
 
O

f
;- 

^ s- 
a-

O
 

tS
 

C
 

•*-•
—

 » 
CJ 

>«
0
 

C
o o

 n
-^

*-> 
-H

W
 jC

 
C

y° t °
^ 

K-. t-i

•p D 
3 

o a c a
0
 

J 
C

 
0

o
 .12 r

 u
C

! 
O

 ** 
c
 

"
 

l«
3
 2 .-3 a.

o to 
a*

"
0

3
I fc.--' i.
N

 
0

 
'J 

rj
r^ Is, 

l« r~*

- J
 e a: 

it T t. c
^ u o o
o
<

 o o

ti 
» a.

O
 

O
r-l

o *j r 
^: c •" 
rj H :?.

a ^T
a

5
-S

'^
0
 

'C
 

C

3) 
•*•*

En 
^
^

E 
a' -

0
 
3

 
<->

ti 
e

-H
 J

 
S

a* 
o

r3 
C

 
t.

fcl 
0

 
2
.

M
 -r* 

r_t

C .-
a «iH

•»-* 
^

V
i r-«

 
-r-4

O
 

G
 

O
O

 fci

O
 -1

 
fi

c 
s

«, 
- c.

O
 

!!• 
ti

3
 i-l 

t. 
•-• 

O

1 
C

 
k,

•• 
tt* 

H
 

C3
a a c.r-t
0
-3

^
3

^
 

o t, a
o

 c
 o

 o
M

M
 
t
 O

T3COo

>1! >.
o o c;
-
0
3
.-

p
 

C

rH
 

CV<-< 
^
 

t-

,1
^
 

E
 

^T 
O

 
O

t, .- o
w a

o *: 
c

»» c -
n t;
o 

^~*

c *-

S -S
_
 ^

c. •>,

c
t<

^
 o 

*
c> o

'^
r-* 

*
^^ o**^
c ^

^ "J^

0
 

P
•3

O
 T

t^
+* tuo
3
 
I*

:'

•H
 
3
3

•M
 

u
V

I
-r-t 

s> j
-t,«
V

 
51L,

O
-rfO

•O.3 

C•HL,c••H
 

(-*

O^_J•ri
Q

.

CJ 
I,i

C
 

C

Jjf0
 1-"

^
 

0

<-H 
^C

Q
 
^

M
 

O
a <~i
u

 
o

0. 
<

"

s c
B

 
C

T
 

'•
M

 
!C

t-"0
 

rj"3

>-Ai OO
H

 **
N

-H

Q
 -.-<

-H
 T3

t- 
^
 

* 
O

3
 

C
C

 
£3

U
 
t-

r
t

t-l —
 «

*-> 
c

O
 

^i
.-: :- >, 

•
3 3 r 

r.
C

 '•'* 
A

. iH
n o t — i

5- 
3

O
 
*
^
 

fcfl 
r
-
 *

=
 

S
IX

.

C
J 

<
- 

*»
 
*J

o 
o
 *^

y c B o
•C

O
 

O

t, ^> 
b

o
 o

<•• -H
 

t
i

o
'~

ii:i~
i

o» *> c r:
U

 
M

 ff 
I,

^ o t. a
t^ ' j ̂2 ^~*

S
 JO

r^ 
c- 

*~~ 
tt 

^
 -, a

a __ r £^—

-
r
o

t
-
 

d
i 

o 
c: 

C-M
 o t:

C
O

 
C>

C
 *^ *J 

t.^
^

fa 
0

 
C

 
O

r t—
 = o

S
 o c. ^

'C
 

C
. 

"
r
H

 
C

c ^
 .- '- .-:

t^*j t- 
it

o i -^ ~ t,
C. 

i-
>, -< c

 i; J

t^—
 i- 1^

0
-5

^
 i
-

*
3

 
t<

 
«
 

'.i 
T

?

C
 

0
 

C' 
^

o 
-^- -; L.

a- 
c

V
 
3

-C
 

>
.

o o r; -o t.
t, - c 

3
b
 

"
T

IJ 
0

 
9

 
01 

' J

0
 

C
 •*

«, a ^ k
V

i 
Q

 
0
 

—
 J

W
 
3
 

O
 J

3
v» a o

 w
0
 
t.~

<
 
'

X
I 

'>
 

cl 
-

.c o c c n
O

.O
 
-<

 
r-<

-tH
c! c yw

J
; 

*
H

 
-r4

 
T

-«

w
'S

'*
*
 
0
 

x

v. 
ovi v

H
H

 t) O
.O

0
 

C
 

c. —
 « 

•H
 jO

"* £'CJ^
f-

:i
-,.'^.r—

—
 .

•« t
c 

-;
c0
 -t

'•^t e
"*"* 

Z

C
 

ft)

c; r^

C
o

0)

tJ

&?—
 < 

• .c

—
 Pn

*
-*

 4-*

C
J 

U

r x
 

v- r
.•4

-^
 C

 
*J 

•*!

<:• c

o c
c 

—
 «

c 
4̂

-j
(ft*

 
i;
 

L
,

c -^ i
0
 
0
 

C
*4

 
C

0
-
^
 
l! 

•
>

*-»
+

-'$
c •«•« r> 

o
--^ *-» 

!-*•-<
^
 

-T 
^
 

—
4 

^
 

C
.i3

"
 

C
 

.
•«-» 

c1; •—
 •

i, o r, —
 '

a-c Q
^ -

c r " -1
0
 

V
 

0
 

U
.

fa r*
«-' r 

u 
c*

r: - -H
*<

 
3

 
T

J
tfi tf c a/

o 
- «

^C e o
TS 

Q
-H

0) —
".0

 
«J

4-r 4-> 
e
 
fll

n
 so *^ fl 

c
 ^

 A
O

 
v
 o

 a"
4^ A

 o y
o

 a
 *> 

c, c 
*

jc c a c

cc£+
••"".;•., 

—

fc 
J
 -^»

B
 

-

•^
*rH

 
O

 
£

-
—

 
O

C
 
^
 
C

x
:

O
 
„
 

-r
Q

.U
 

•

cf 
o c:

C
 

+•• 
1-t 

U
^ *-• o

C- *-= 
C

 
5

JC 
^
 

3
 

<L-
*a 

O
 

C
o --
o o c 

*-•
W

 
O

 »- 
H

> 
t.

t, c
 c—

 .
*,« 

e
W

* -H
 T? ^

•• • . s 
a •*-•

TT 
^
 
^

C
 

f. 
:-

n L< CD jj
•D

 
0
*
t

o e 
-o

0 b
 C

 C
LJO

-^ «-•
o

 t; n

*» £
 

O
 *J

+* 
n

0
 

O
 

O
 

>»
*^

 
r-V

ti 
«) T

••H 
-V

 "*"
ti c

 a
-^ o

 c 
-

-H
 
rt 

O
ft} —

 
»-• 

O

*- 
D

 
a> *-* 
0
 

O

M
-H

 
O

 
«
ii

C

-J 
U

 
>

j?T2 c
C; 

r

•^ ^
 c

C
C

S

C
 

fa 
-

C
.. -(

u "« J5
r3 c"

O
 

-H
--* t*
*- o -
rfc

 
t^

 
IT

O
 

1. 
O

 
^
 

-r-» 
-*

3
 

C
o* " r.
ii C 

;«
f-* *-< 

t
C

 c

u
-~

?
*-* 

O
 

t»• -4

? i, ti
•*-• 

C!

C
 
C

c c- 
t

L, ** 
aj 

o
, 

ra

t,-H
 
a

&*J 

*j7 *"-
'": "*-
^. *-
i, k-»

C c_-•

oL
,

H
 

C

•-• 
li

•r^

0
 

C7

-: 
c

L) 
C

r> T
.

L, rT

"S.5
h-A

r-H
 

O
 

.i.

£1 c



APPENDIX 9

MEMORANDUM CONCERNING CONSTITUTIONAL IMPLICATIONS OF ANTI- 
BOYCOTT PROPOSALS, SUBMITTED BY DAVID BRODY AND SEYMOUR 
GRAUBARD, ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH
MANDATORY DISCLOSURE or BOYCOTT COMPLIANCE AND SELT-INCBIIMNATION

Question. Does mandated disclosure of Intended illegal activity run afoul of 
constitutional protections against self-lncrimination ?

This memorandum will address the question raised by the Chairman whether 
Congress can make compliance with boycott requests illegal and at the same time 
without violating their Fifth Amendment immunity against self-lncrimination 
require exporters to report whether they have compiled with such requests.

A review of pertinent decisions appear to indicate that such mandatory dis 
closure would, indeed, violate the right of a natural individual Illegally com 
plying with the boycott. However, the vast majority of United States companies, 
being corporations or other entities, do not have such a privilege.

In 1968, the U.S. Supreme Court, overruling a previous case, held that statu 
tory obligations requiring bookmakers to register and pay an occupational tax 
under federal wagering tax statutes violated such individuals' Fifth Amend 
ment privilege against self-lncrimination because compliance with the statutory 
disclosure requirements would confront them with "substantial hazards of self- 
incrlmination." (Marchetti v. U.S., 88 S. Ct. 097 [1988]; Grotto v. V.8., 88 8. Ct 
709 [1968]. See also Havnei v. U.S., 88 8. Ct. 722 [1068].)

In other cases, the Court has distinguished a general requirement to report 
information in "an essentially noncriminal and regulatory area of inquiry" 
(California v. Byert, 91 S. Ct. 1585 [1971], upholding a California State require 
ment that motorists involved in accidents leave their identification).1 Mandating 
the reporting of intention to comply with an Illegal boycott request would appear 
closer to the former than the latter category.

While Individuals acceding to boycott requests would, therefore, be constitu 
tionally protected from the necessity to report their wrongdoing, a long line of 
cases makes it clear that the constitutional privilege against self-lncrimination 
cannot be utilized by or In behalf of a corporation or other organization. (Hale v. 
ffenkel, 26 S. Ct. 370 [1906], and later cases. See especially Oeorge Campbell 
Painting Corp. v. Reid, 88 S. Ct. 1978 [1968]; California Bankers Association v. 
Shultx, 94 S. Ct. 1494 [1974]). In United Btaiet v. White, 64 S. Ct. 1248 [1944], 
the Court held that an officer of an unincorporated labor union has no privilege 
against self-lncrimination in bis official capacity, stating that individuals, "when 
acting as representatives of a collective group, cannot be said to be exercising 
their personal r'"ht8 and duties in order to be entitled to their purely personal 
privileges. . . . The constitutional privilege against selftncriminatton is essen 
tially a personal one, applying only to natural individuals."

Clearly, the vast majority of American businesses would not be entitled to 
such a privilege. The requirement of disclosure will therefore be a valuable tool 
to combat the Boycott. The requirement can be waived for the occasional indi 
vidual for whom it would be constitutionally defective.

» Similarly merely rewiring the exporter to report the receipt of a boycott request w aid not raise a Fifth Amendment question.
(718)
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LIBRARY OF CONGRESS STUDY PREPARED BY THE AMERICAN LAW 
DIVISION, CONCERNING THE CONSTITUTIONALITY OF PROPOSED 
AMENDMENTS TO THE EXPORT ADMINISTRATION ACT OF 1969

THE LIBRARY OF CONGRESS 

Congressional Research Service

WASHINGTON. D.C. 50MO

July 16, 1976

To: House Committee on International 
Relations

Attention: Honorable Thomas E. Morgan

From: American Law Division

Subject: Constitutionality of Proposed Amendments to the Export 
Administration Act of 1969

l

Pursuant to your letter of July 1, 1976, we are forwarding 

a discussion of gelf-incrlmlnatlon defenses which might result from 

passage of both H.R. 4967 and H.R. 11463. If we can be of further 

assistance please let us know.

Kent M. Rofihovde 
Legislative Attorney

(71*)
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PROPOSED AMENDMENTS TO THE EXPORT ADMINISTRATION ACT OF 1969 
AND THE SELF-INCRIMINATION DEFENSE

Introduction

The proposals to amend the Export Administration Act of 

1969 found In H. R. 4967 and H. R. 11463 of the 94th Congress, would 

require companies to report information which might subsequently lead

to their criminal prosecution based on such data. However, this does
i 

not in Itself render such legislation constitutionally infirm.

The Fifth Amendment provides thac "[n]o person ... shall 

be compelled in any criminal case to be a witness against himself..." 

This privilege may provide a defense to prosecution for failure to 

supply statutorily required information where thtre is reasonable 

ground for a person to apprehend a substantial danger that uch 

information, if supplied, would be available to prosecutl* authori 

ties and would tend to establish guilt of a criminal offense. In the 

provisions ,<ere at issue, criminal penalties are indeed provided for 

but' the entities required thereby to submit reports may not be "persons" 

as the Supreme Court has interpreted that term in the self-incrimlnatlon 

context. 

The Proposals

It is H. R. 4967 which establishes the criminal offense. The 

original Export Administration Act.(Pub. L. 91-184, 83 Stat. 841) 

declared in Section 3(5) that: "It is the policy of the United States
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(A) to oppose restrictive trade practices or boycotts fostered or
I 

Imposed by foreign countries against other countries friendly to the

United States, and (B) to encourage and request domestic concerns 

engaged in the export of articles, materials, supplies, or informa 

tion, to refuse to take any action, including the furnishing of 

information or the signing of agreements, which has the effect of 

furthering or supporting the restrictive trade practices or boycotts 

fostered or Imposed by any foreign country against another country 

friendly to the United States." [this section is now found at SO 

App. U. S. C. 12402(5)(A) and (B)] Section 4(b)(l) of the Act, as 

amended, provides that "(t]o effectuate the policies set forth in 

Section 3 of this Act, the President nay prohibit or curtail the 

exportation from the United States, Its territories and possessions, 

of any articles, material*, or supplies, Including technical data or 

any other Information, except under such rules and regulations as he 

shall prescribe. To the extent necessary to achieve effective enforce 

ment of this Act, these rules and regulations may apply to the financ 

ing, transporting, and other servicing of exports and the participa 

tion therein by any person" [this section is now found at 50 App. 

U.S.C. J2403(b)(l)].

Such regulations become criminal In nature when considered 

with Section 6(a) of the Act which makes knowing violation of either 

provisions of the Act or "any regulation, or license issued thereunder" 

punishable by a fine of not more than $10,000 or imprisonment for
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than one year, or both. A greater penalty is provided for a second
i

or subsequent offense. [This Section is now SO App. U.S.C. §2405(a)] 

H.R. 4967 would amend section 4(b)(l) to Include provision that those 

regulations "shall prohibit, in furtherance of the policy set forth 

in section 3(5)(A) and (B), the taking of any actions, .including the 

furnishing of information or the signing of agreements, by domestic 

concerns engaged in the export of articles, materials, or supplies, 

including technical data, from the United States which have the effect 

of furthering or supporting the restrictive trade practices,or boycotts 

fostered or imposed by any foreign country against another country 

friendly to the United States ..." Failure to comply with this regu 

lation would carry the criminal penalties of Section 6(a).

H.R. 11463, if enacted, would require the Secretary of 

Commerce to implement Section 3(5) through "such rules and regulations 

as he may deem necessary and appropriate." The bill states that "[s]uch 

rules and regulations shall require that any domestic concern which 

receives a request for the furnishing of information, the signing of 

agreements, or the taking of any other action referred to in Section 

3(5) of this Act, shall transmit to the Secretary of Comr.erce a report 

stating that such request was received, together with such other 

information concerning such request as the Secretary may require for 

such action as he may deen appropriate for carrying out the purposes 

of that section. Such report shall also state whether such concern 

Intends to comply with such request." (Eir.phasis added). The term
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"domestic concerns", Co whom this proposal would have application, is 

defined in the bill as including "banks and ot..ar financial institu 

tions, insurers, freight forwarders, and shipping companies organized 

under the laws of the United States or of any State or any political 

subdivisions thereof."

H.R. 11463 also provides that these regulations are to 

prohibit domestic concerns from participating in, or helping to further 

restrictive trade practices or boycotts. The bill would allow the head 

of any department or agency exercising functions under the Act to impose 

a civil penalty of up to $10,000 for each violation of such regulations— 

such penalty to be either in addition to or in lieu of any other liability 

or penalty which could be imposed. It should be noted that Section 6(c) 

of the Act already provides for a $1000 civil penalty for violations of 

the Act. The $10,000 liability would apply only to violations of the 

regulations added by this bill. 

Availability of the Defense

There is little doubt that a sole proprietor or sole practioner, 

could successfully defend a prosecution for failure to file the required 

report on fifth amendment grounds. Bellis v. United States, 417 U.S. 

85, 87 (1974). However, such a defense is a personal one and cannot 

be utilized by or on behalf of an organization such as a corporation or 

partnership. Hale v. Henkel. 201 U.S. 43 (1906). In order to be pro 

tected by the privilege the Information oust be the private property 

of the person claiming the privilege, or at least in his possession in 

a purely personal capacity. Boyd v. United States. 116 U.S. 616 (1386) 

A corporation is not a "person" for the purposes of the fifth amendment 

privilege.
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The dilemma of the jusiness organization was described by
t 

the Supreme Court in United States v. White, 322 U.S. 694 (1943).

Justice Murphy wrote:

...individuals, when acting as representatives 
of a collective group, cannot be said to be 
exercising their personal rights and duties 
nor to be entitled to their purely personal 
privileges. Rather they assume the rights, 
duties and privileges of the artificial 
entity or association of which they are agents 
or officers and they are bound by Its obligations. 
In their official capacity, therefore, they have 
no privilege against self-incrimination. And 
the official records and documents of the organi 
zation that are held by them in a representative ' 
rather than in a personal capacity cannot be the 
subject of the personal privilege against self- 
incrinination, even though production of the 
papers might tend to incriminate them personally. 
Wilson v. United States. (221 U.S. 361]; Dreier 
v. United States,,221 U.S. 394; Baltimore & 
Ohio R. Co. v. Interstate Commerce Commission, 
221 U.S. 612; Wheeler v. United States, 226 
U.S. 478; Grant v. United States, 227 U.S. 74; 
Essgee Co. v. United States, [262 U.S. 151]. 
Such records and papers are not the private 
records of the individual members or officers 
of the corporation, (at 699)

The Court added that "the framers of the constitutional guarantee 

against compulsory self-disclosure, wl.w were interested primarily in 

protecting individual civil liberties, cannot be said to have intended 

the privilege to be available to protect economic or other interests 

of srch organizations so as to nullify appropriate governmental regu 

lation." (at 700)

The author of a recent law review article, discussing Bellis 

v. United States, supra, said: "The Supreme Court has recently ruled
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that a three-person partnership does not have a fifth amendment
i

privilege with respect to its business records. It would appear 

from the Court's reasoning that regardless of how small the partner 

ship, individual partners can no longer 'refuse to produce partner 

ship records which tend to incriminate then, thus leaving the single 

proprietorship as the only remaining protected business entity." 

3 Hofstra Law Review 467 (1975) The test set out in Bellis for the 

determination of that type of activity which is not to be protected

would likely encompass most organizations which would be the target
i

of legislation such as is discussed here. The Court said that all 

that was needed to preclude the defense was a showing that the group 

In question was "relatively well organized and structured, and not 

merely a loose, informal association of individuals. It must main 

tain a distinct set of organizational records, and recognize rights 

in its members of control and access to them." {at 92, 93). 

A Similar Provision Under Present Law

It may be instructive here to briefly examine one controversy 

surrounding portions of the Federal Water Pollution Control Act which 

involves a similar legal issue. 33 U.S.C. S1321(b)(3) prohibits the 

discharge o* oil or hazardous substances into navigable waters of the 

United States. Section 1321 (b)(5) requires that "any person in charge 

of a vessel or of an onshore facility or an offshore facility shall, 

as soon as he has knowledge of any discharge of oil or a hazardous
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substance from such vessel or facility ... immediately notify the 

cppropriate agency of the United States Government of such discharge." 

Failure to so notify carries a criminal penalty of one year imprison 

ment and/or a fine of up to $10,000. There is, however, included in 

this section an immunity provision which states that "[notification 

received pursuant to this paragraph or information obtained by the 

exploitation of such notification shall not be used against any such 

person in any criminal case, except a prosecution for perjury or for 

giving a false statement." What is not immunized is civil liability 

baaed on section 1321 (r)(6) wh'ch provides for the assessment of a 

$5000 fine for each violation. The "use" immunity provision obviates 

the self-incriminatlon issue regarding the penalty declared by the 

statute to be criminal, for the immunity has been held to apply to 

corporations. United States v. Mobil Oil Corp., 464 F. 2d 1124 

(5th Cir. 1972). The controversy flows from the interpretation by 

some courts that the "civil" penalty is in fact a criminal one which 

has no corresponding immunity provision.

United States v. Lebeouf. 377 F. Supp. 558 (E.D. La. 1974) 

held that a corporation vas entitled to immunity from the civil 

penalty assessment. Having determined that the penalty was a criminal 

one in spite of the language of the statute, the court found that the 

immunity provision of the previous section must be found to apply 

equally to the "civil" penalty. The opinion alluded to the rarity 

of the predicament:
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"To the knowledge of the Court and assumably 
the litigants, these mutually dependant para 
graphs. ..constitute sui generis legislation; 
that is, this statutory situation is the 
only determlnable instance where Congess has 
coupled a punitive, albeit denominated "civil," 
sanction with a mandatory and criminally 
enforceable self-notification procedure (the 
constitutional validity of such procedure 
being protected by a statutory grant of 
immunity conterminous with that of the Fifth 
Amendment), with the latter procedure invariably 
triggering imposition of the punitive sanction." 
(at 566)

The decision stated that "this two-fold procedure is subject to legisla 

tive a! use with respect to the traditionally criminal lavs as well as 

other publicly obnoxious conduct in the sense that it provides a 

vehicle by which to totally circumvent the protective guarantees against 

self-incrimination under the Fifth Amendment or a grant of statutory 

immunity." (at 566). The appeal in this case is still pending. Appeal 

Docket No. 74-3140, 5th Cir. Aug. 15, 1974.

The court repeatedly asserted the presence of a corporate 

self-incrimination protection apart from the statutory immunity pro 

vision. The outcome of the case If based on the statute, may have 

been correct, but no corporate fifth amendment privilege should have 

been relied on. One author recently wrote of this case:

"Thus, the court should have considered the 
constitutional requirements of the fifth 
amendment privilege against self incrimina- 
tion in determing the applicability of the 
Immunity to corporations.

The constitutional requirements with 
relation to immunity grants are clear. The 
Government must give an individual immunity 
in order to extract notice of an oil spill; 
an individual otherwise would be protected by 
the fifth amendment from being required to 
make such a disclosure. However, It is well
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settled that corporations are not entitled 
to the fifth amendment privilege. Further 
more, an Individual cannot claim the privi 
lege on behalf of his corporate employer 
becauae the privilege is personal in nature 
and may not be claimed on behalf of third 
parties." 55 Boston University Law Review 
112, 120-121 (1975).

In United States v. General Motors Corporation, 403 P. Supp. 

1151 (D.Conn. 1975) the court also dealt with the civil penalty section, 

holding that it was indeed "civil" and not "criminal" in nature and 

therefore could be assessed through the use of the defendant's notifi 

cation. The opinion added that "[furthermore, Insofar as dhe contrary 

analysis in Lebeouf is based on the fifth amendment, it is inapplicable 

to the present case, since a corporation has no constitutional privilege 

against self-incrtraination. While Lebeouf likewise concerned a corporate 

defendant, the opinion did not explain how, in that circumstance, the 

conclusion that the statutory scheme was constitutionally faulty could 

be based on the privilege against self-incrlmination." (at 1T60). 

The Civil/Criminal Disti.-.ction

The controversy over the true nature of penalties termed 

"civil" is an on-going one. That Is, are such monetary penalties to 

be accepted as civil merely because they are so labeled in the legis 

lation or should courts look rather to the true nature of the penalty 

sought to be imposed and on occasion find It to be essentially criminal 

in Its application? If H.R. 11463 and H.R. 4967 are both enacted, a
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"domestic concern" might reasonably fear that the filing of the 

required report (If compliance with a restrictive trade practice is 

contemplated) would subject it to criminal prosecution based on that 

information. However, H.R. 11463 alone may also raise that fear if 

the $10,000 monetary peralty is perceived as a criminal sanction in 

spir.e of the tern "civil" used in the bill. The question will, as 

we have seen, only have relevance to an entity entitled to the fifth 

amendment privilege.

There appears to be little doubt that Congress may provide
c 

c-i/il proceedings for the collection of penalties which are civi1. or

remedial sanctions rather than punitive. Helvcring v. Mitchell, 303 

U.S. 391 (1938). A general trend toward the increased use of civil 

penalties Instead of criminal sanctions has not taken place without 

criticism. The allegation is frequently nade that this procedure . 

is, in effect, an end-run around the constitutional protections 

afforded those being criminally prosecuted. But even the advocated 

of reform in this area do not quarrel with the fact that to date the 

courts have done little to discourage the practice. See 59 Cornell 

Law Review 478 (1974); 65 Journal of Criminal Law and Criminology 

345 (1974). Those supportive of the delegation of substantial authority 

to administrative officers argue rather that monetary penalties such as 

that included in H.R. 11463 are in fact less severe than other sanctions 

commonly imposed by the agencies such as seizures, revocation of licenses, 

deportation orders etc... See 1970 Washington University Law Quarterly 

265.

74-7U O - 7S - 47
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How a given statute will be interpreted will depend o.i a myriad 

of factors, and the Supreme Court has acknowledged that this problem 

of distinguishing that which is civil from that which is criminal "has 

been extremely difficult and elusive of solution." In Kennedy v. 

Hendozn-Hartlnez. 372 U.S. 144 (1963) the Court enumerated some of 

the traditional tests which have been applied: (1) Whether the 

sanction Involves an affirmative disability or restraint; (2) whether 

it has historically been regarded as a punishment; (3) whether it

comas Into play only on a finding of sclenter; (4) whether its
( 

operation will•promote the traditional alms of punishment, namely,

retribution and deterrence; (5) whether the behavior to which it 

applies la already A crime; (6) whether an alternative purpose to 

which it may rationally be connected is assignable for it; and (7) whether 

it appears excessive in relation to the alternative purpose assigned, 

(at 168, 169). The Court said of these factors that all are "relevant 

to the inquiry, and may often point in differing directions. Absent 

conclusive evidence of congressional intent as to the penal nature of 

a statute, these factors must be considered in relation to the statute 

on its face." (at 169) 

Conclusion

Even if a failure to report as required by H.R. 11463 should 

be found to Involve an individual rather than an entity net cr.tltlad
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to the self incriminatiou defense, It should be kept in mind that 

such Information may still be required of the individual if proper 

immunity is granted. Section 7(b) of the Export Administration Act 

[now at SO App. U.S.C. 12406(b)] provided that "no person shall be 

excused from complying with any requirements under this section because 

of his privilege against self-lncrlmination, but the immunity provisions 

of the Compulsory Testimony Act of February 11, 1893 (27 Stat. 443; 49 

U.S.C. 46) shall apply with respect to any Individual who specifically

claims such privilege." While the Compulsory Testimony Act was repealed
l 

by the Organized Crime Control Ait of 1970 (Put. L. 91-452, 84 Stat.

931), that repealing legislation enacted 18 U.S.C. 16002 which provides:

Whenever a witness refuses, on the basis 
of his privilege against self-lncrimination, 
to testify or provide other information, in 
a proceeding before or ancillary to —

- (1) a court or grand jury of the United 
States,

(2) an agency of the United States, or
(3) either House of Congress, a joint

committee of the two Houses, or a
committee or a subcommittee of
either House,

at c the person presiding over the proceeding 
ccnounlcates to the witness an order Issued 
uriier this part, the witness may not refuse 
ro comply with the order on the basis of his 
privilege against self-incriainatlon; but no 
testimony or other information compelled 
under the order (or any information directly 
or indirectly derived from such testimony 
or other information) may be used against 
the witness In any criminal case, except a 
prosecution for perjury, giving a false 
statement, or otherwise failing to comply with 
the order."
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The constitutionality of compelling testimony under this section was 

upheld in Kastlgar v. United States. 406 U.S. 441 (1972) in which the 

Court held that such Immunity from use and derivative use is coexten 

sive with the scope of the privilege against celf-incrimination, and 

therefore is sufficient to ccirpci testimony over a claim of the 

privilege.

A few general observations can thus be made regarding the 

effect of passage of the two bills in question. It is unlikely that 

a self-incrijdnatlon defense can be successfully asserted regarding 

the report requirement by a business concern which is more than a 

sole proprietorship. If both bills are enacted, an Individual may 

have a valid Fifth Amendment defense to a prosecution for failure to 

report. If H.R. 11463 alone is enacted, such defense may still be 

available to an individual if the "civil" penalty there provided is* 

construed tt be criminal in nature. However, as the general trend 

appears to be toward the acceptance of such "civil" penalties as 

being civil in application, such a defense is unlikely to be recog 

nized by the courts. And finally, where a self-incrlmlnatlon defense 

Is successfully argued, the use immunity provisions of Title 18 pro 

vide a mechanism for forcing disclosure.

'Kent M.
Legislative Attorney 
American Law Division 
July 16, 1976
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Congressional Research Service
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June 17, 1976

TO : The Honorable Thomas E. Morgan, Chairman 
Committee on International Relations 
Attention: Mr. George Ingram

FROM : Economics Dlviaion

SUBJECT: iBpHcatlona of allowing the Export Administration Act to expire

Expiration of the Export Administration Act of 1969.

The Export Administration Act of 1969, aa aaendad, la presently 

slated to expire on September 30, 1976. Since the Act la the baalc 

statutory authority for controls over the major portion of United States 

exports, its expiration would eliminate an indispensable tool of U.S. 

foreign economic policy and permit the completely unrestricted and 

uncontrolled exportation of any commodity or technical data not con 

trolled by some other statute. The expiration could possibly also result 

in the abolition of the Office of Export Administration of the Department 

of Commerce.

Exports that do not fall within the control Jurisdiction of the 

Export Administration Act and would, consequently, still remain subject 

to controls under their own specific legislation, administered by other 

agencies, are the following:

(1) arms, a* inanition, and inpleaents of war and related technical

(733)
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data controlled by the U.S. Office of Munitions Control (U.S. Department 

of State) under section 414 of the Mutual Security Act of 1954;

(2) nuclear materials and facilities, and nuclear technical 

data controlled, respectively ,by the Nuclear Regulatory Agency and 

the Energy Research and Development Administration under the Atonic 

Energy Act of 1954;

(3) merchant ships controlled by the U.S. Maritime Administration 

under the Shipping Act, 1916:

(4) bronze pennies controlled by the U.S. Department of the 

Treasury under the Coinage Act of 1965;

(5) natural gas and electric energy controlled by the Federal 

Power Commission under the Natural Gas Act and the Federal Power Act, 

respectively;

(6) narcotics and dangerous drugs controlled by the Drug Enforce 

ment Administration (U.S. Department of Justice) undei the Controlled 

Substances Export and Import Act;

(7) endangered and threatened species of animal and plant life 

controlled by the U.S. Fish and Wildlife Service (U.S. Department of the 

Interior), the National Marine Fisheries Service (U.S. Department of 

Commerce), and the U.S. Forest Service (U.S. Department of Agriculture) 

primarily under the Endangered Species Act of 1973 and also under 

several other statutes of more limited scope.
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In addition, the virtual «abargo on exports to Rhodesia, imposed 

under the authority of section 5 of the United Nations Participation 

Act (22 U.S.C. 287c) as well M under the Export Administration Act 

(Cf. 15 C.F.R. 385.3; or 37 r. R. 25704), would remain In effect

but would be subject to different penalties than under the Export
N 

Administration Act. Section 5 of the U.$. Participation Act contains

no provision for administrative proceedings or civil penalties and 

Units the criminal penalty to a $10,000 fine and/or 5 years imprison 

ment, and forfeiture of all property involved in the violation.

It should also be noted Chat the embargo on exports of arms, 

munitions, military equipment, and materials f >r their manufacture, 

to South Africa which was inpoaed —like the embargo on exports to 

Rhodesi»--in conformity with * U.S. Security Council resolution, was 

lapoSfcd->-unllke the Rhodesi«n embargo—without the recourse to the 

statutory authority of the U.K. Participation Act. Consequently, 

the expiration of the Export Administration Act would also remove 

the controls on exports to South Africa of those embargoed commodities 

that at present fall within the jurisdiction of the Office of Export 

Administration. Controls of similar exports, exercised by other agencies 

(principally the Office of Munitions Control) would, of course, not be 

affected.

On the international scene, the expiration of the Export Administration 

Act and the resultant elimination of controls on exports of, among other,
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high technology would make impossible the implementation by the 

United States of controls on such exports, agreed upon mutilaterally 

through the Coordinating Coanittee (COCOM) with the participation of 

most Western industrial nations. It would not, on the other hand, 

terminate the U.S. participation In the COCOM, which is authorized 

by another statute (Mutual Defense Assistance Control Act of 1951; 

"Battle Act").

In brief, the expiration of the Export Administration Act would 

bring about the termination of export controls administered under 

the auth i.ty of th« Export Administration Regulations, with the 

exception of the embargo on exports to Rhodesla, and thereby eliminate 

the major portion of the U.S. export control system, affecting such 

vital area* as national security controls on non-military high technology, 

and short supply controls on petroleum. It would also eliminate the 

United States from participation in the implementation of international 

controls exercised within the COCOM system, a system originally set up 

at the initiative of the United States. 

Past interim measures extending the controle.

Although the above listed situation la possible In theory, it ia 

not likely, to occur in practice. The history of recent export control 

legislation shows that, whenever the approval of legislation extending 

the export control statute would be delayed beyond its current expiration 

date, interxB measures were invariably taken t< prevent the lapse of 

export controls. This was done on several occasions by (1) approving
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• staple extension of the lew, or (2) allowing the lav to expire but 

by executive action under a different statutory authority continuing 

in force the export control regulations.

When the consideration of the Export Administration Act of 1969 

delayed Its final approval beyond the June 30, 1969 expiration date 

of Its predecessor statute, the Export Control Act of 1949, the Congress 

on three successive occasions approved by Joint Resolution a simple 

extension of the 1949 statute. The first extension (S.J. Res 122; 

P.L. 91-35, June 30, 1969; 83 Stat. 42) moved the expiration date 

fro> June 30 to August 30, 1969; the second extension (H.J. Res. 

864; P.L. 91-59, August 18, 1969: 83 Stat. 101) amended the expiration 

date of the 1949 Act from June 30 (Sir.!; perhaps technical error in 

legislation), 1969 to October 31, 196V; and, finally, P.I. 91-105 

(October 31, 1969; 83 Stat. 169; S.J. Res. 164) changed the expiration 

date from October 31 to December 31, 1969. The Export Adminstration 

Act of 1969 became effective on December 30, 1969, before the expiration 

of the third extension.

Similarly, the delay In approving the Equal Export Opportunity Act 

'.P.L..92-412; August 29, 1972 ; 86 Stat. 644) resulted in three simple 

extensions of the June 30, 1971 expiration date o'i the Export Administration 

Act of I<*o9: by P.L. 92-37 (June 30, 1971; 85 Stat. 89; S.J.Res. 118) 

to October 31, 1971; by P.L. 92-150 (October 30, 1971; 85 Stat. 416; S.J. Res. 

167) to May 1, 1972; and by P.L. 92-284 (April 29, 1972; 86 Stat. 133; 

(S.J. Res. 218) to August 1, 1972. When the Equal Export Opportunity Act
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Export Administration Amendment* Act of 1974 (P.L. 93-500; October 29, 

1974; 88 Stat. 1552) extended the Export Administration Act through 

September 30, 1976. This extension, like the preceding one effected 

by P.L. 93-372,however, did not contain any retroactive provision. 

Subsequently, on November 5, 1974, the executive action of September 

30, 1974, waa revoked by Executive Order 11818 (39 F.R. 39429). 

Usefulness of interim extending measures

In the event that the legislation to amend and extend the Export 

Administration Act, presently pending In Congress, is not approved by 

September 30, 1976, the export controls arguably nay be continued 

in force by using either of the two methods that had been used to 

this end in the past. Of the two, the legislative method Is the 

more desirable one because it may avoid (1) any discontinuity in 

the statute Itsel., and, consequently (2) the possibility of any 

change In the scope or administration of export controls or, more 

crucially, the possibility of a lapse of certain regulatory provisions, 

or of the effect of actions, based on the authority of the expired Act 

if a corresponding authority li not contained in the stop-gap btatute 

( Trading With the Enemy Act).

One difference between the Export Administration Act and the 

Trading With the Enemy Act received recognition in the Executive 

Orders issued in the past for the purpose of continuing in force the 

export controls under the authority of the latter statute after the 

expiration of ths former. In every instance, the Executive Order
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still had not pasted by August 1 and the termination date of the Export 

Administration Act had not been extended by law, the President by 

Executive Order 11677 (37 F.R.15483), issued under the authority of 

section 5 (b) of the Trading With the Enemy Act (SO U.S.C. App. 5(b), 

or 12 U.S.C. 95a) continued In full force and effect all regulatory 

provlslona promulgated and actions taken under the authority of the 

expired statute. When the Equal Export Opportunity Act, approved 

on August 29, 1972, amended and extended the Export Administration 

Act through June 30, 1974, with retroactive effect to July 31, 1972, 

the President by Executive Order 11683 (37 F.R.17813) revoked the 

earlier Order except for any action taken under its authority.

In 1974, likewise, a combination of legislative and executive 

actions was used to keep the export controls In effect. P.L. 93-327 

(June 30, 1974; 88 Stat. 287; H.J.Kes. 1057) first changed the expiration 

date of the Export Administration Act to July 30, 1974. »'•> other legislative 

extension having taken place, the President on July 30, 1974, by 

Executive Order 11796 (39 F.R. 27891) extended the export controls 

again ualng the authority of the Trading With the Enemy Act, and 

revoked that Order on August 14, 1974 (E.0.11798; 39 F.R. 29567) 

when the extension of the Act through September 30, 1974 was approved 

by P.L. 93-372 (August 14, 1974; 88 Stat. 444; H.J.Rea. 1104).

The same situation occurred on September 30, 1974 when the controls were 

again ".ontinued in force by Executive Order (No.11810; 39 F.R.35567) until the
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specifically limited the criniaaU penalty (fine), which may 

be Imposed for an export control violation, to $10,000, the maximum 

amount applicable to violations of the Trading With the Eneay Act. 

Fines Imposed under the Export Administration Act may be as high as 

$20,000 or five times the value of the export involved in the 

violation, whichever is greater. The Executive Orders, on the other 

hand, disregarded the difference in the maximum length of imprisonment 

provided for by the two statutes: under the Export Administration Act 

and in regulations promulgated thereunder but extended under the trading 

With the Enemy Act, the maximum prison tern is five years, while the 

Trading With the Enemy Act Itself Has a higher limit of ten years. The 

Executive Orders also specifically stressed the non—applicability of 

the civil penalty of $1,000 for each violation, which is authorized by 

the Export Administration Act, while no such provision is contained 

in the other statute.

The Executive Orders, likewise, contained no reference to administrative, 

sanctions the moat important of which is the denial of export privileges. 

While the Export Administration Act contains no specific provision 

authorizing administrative sanctions other than the civil penalty of $1,000 per 

violation, the Department of Commerce hai held, apparently with Congressional 

acquiescence, that the authority to impose such sanctions is Inherent in 

the Act. The correctness of this interpretation has, to our knowledge, 

nbt been tested in the courts. This lasue, however, seems to raise an
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additional question whether the authority to Impose administrative sanctions 

la P'SO inherent in the Trading With the Enemy Act, with a more practical 

corollary as to whether any such sanctions Imposed during a Presidential 

extension of export controls under the latter statute are legal. A 

related question stem* fron the fact that export privilege dentals may 

be Issued for a specific time period, for an indefinite period, until 

further notice, or for "duration". The last type of denial Moeriiily 

may merit a closer look in connection with the executive extensions 

cf the export controls.

A denial of export privileges for "duration" is explained in the 

Export Administration Regulations (15 C-J-R. 388, Suppl, 1 («) (4) ) 

as one "denying export privileges for the duration of export controls; 

that la, as long as the Export Administration Act of 1969, as amended, 

or successor legislation that provides for carry-over, is In effect." 

In view of the fact that Presidential extensions of export controls 

have taken place at times when the Act had expired, there exists the 

possibility that denial orders, issued for "duration" prior to the 

executive extensions, no longer have effect. One the other hand, this 

possible defect may hive been cured in one out of the three instances 

by the retroactive effect of the statutory extension following the executive 

action extending controls (see above P.L. 92-412) which bridged the 

temporarily existing gap in the statutory authority of the Export 

Administration Act. It needs pointing out, however, that the latest two 

statutory extensions following the Presidential ones (P.L. 93-372 and 

93-500) do not contain specific retroactive provisions.
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The use of the Trading With the Enemy Act nay contain some other 

defect* aa far as the unimpaired continuity of export control regulations 

la concerned. Despite Its broad scope, the Trading With the Enemy Act 

does not appear to contain authority for the antlboycott provisions, 

such as those of the Export Administration Act and regulations. It 

msy also be deficient In regard to controlling at least certain types 

of exports of technical data (e.g., filing for a foreign patent).

Finally, the authority of the Trading With the Enemy Act itself, 

sweeping as it might be, la contingent on the existence of war or 

national emergency proclaimed by the President.

Since we do not possess the necessary expertise to provide a 

legal analysis of the suggested shortcomings of the Trading With the 

Enemy Act as statutory authority for the extension of all export control 

regulations, we have requested our American Law Division to prepare 

such an analyaia for your use.

Vladimir N. PregelJ 
Speclclist in International Trade & Finance
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Congressional Research Service
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July 14, 1976

To: House Committee on International Relations 
Attn: George Ingram

From: American Law Division

Subject: Effect of Executive Action Extending Export Controls

Reference is made to your inquiry of June 16, 1976 requesting 

information on the above matter. Specifically, you ask for our comments 

regarding the legal effect of presidential action under section 5(b) of the 

Trading With the Enemy Act. as amended (TWEA), 12U.S.C.A. 95 a, 50 

U.S..C.A. App. 5(b) effectively extending certain provisions and activities 

authorized by the Export Administration Act of 1969. as amended (EAA) 50 

U.S.C.A. App. 2401-2413, should the latter expire as scheduled on Septem 

ber 30, 1976, 50 U.S.C.A. App. 2413; viz.. the so -called antiboycott pro 

visions, controls on export of technical data, and administrative sanctions 

especially denials of exports privileges for the duration. Sta.?d differently, 

does the emergency authority granted to the President by section 5(b) of the 

TWEA constitute a sufficient basis to effectuate the mentioned policies and 

programs clearly authorized by the EAA, 50 U.S.C.A. 2402(5). 2403(a)d). 

(b) a), 2405(a); 15C.F.R. 369, 379. 388?

(743)
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As explained in the June 17, 1976 memorandum by Vladimir N. 

Pregelj, Specialist in International Trade and Finance, to the Committee 

on International Relations, the assumed presidential action has two imme 

diate precedents. Invoking both constitutional and statutory powers, "in 

cluding Section 5(b) of the act of October 16, 1917. as amended (12U.S.C. 

95a)", (TWEA), President Nixon issued an executive order continuing the 

regulatici of exports for a month in 1972. E.O. 11677, 37 F.R. 15483 

(1972). This temporary measure was utilized because the existing law 

which authorized export controls, the EAA, had expired. When export con 

trol legislation was reenacted, see 50 U.S.C.A. App. 2413 note, for statu 

tory extensions, E.O. 11677 was revoked by E.O. 11683. 37 F.R. 17813 

(1972).

When statutory export controls expired in 1974, President Nixon 

again issued an executive order regulating exports based on constitutional 

and statutory powers, including section S(b) of the TWEA. E.O. 11796, 

37 F.R. 27691 0974). As on the earlier occasion, E.O. 11796 was later 

revoked by another executive order, E.O. 11798, 39 F.R. 29567 (1974). In 

each case the revoking orders expressly provided that "this revocation shall 

not affect any violation of any rules, regulations, orders, licenses, and 

other forms of administrative actions under said order .... "

Of course, these precedents, in and of themselves, do not in 

sulate from challenge any renewed presidential action extending export con 

trols. Although "longstanding administrative construction [together with 

congressional acquiescence therein] is entitled to great weight, " Saxbe v. 

Busto». 419 U.S. 65,74(1974). such construction and acquiescence cannot 

validate the exercise of unauthorized activity. Hampton v. Mow Sun Wong,
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No. 73-1598 (June 1, 1976). Accordingly, authority for the issuance of yet 

another presidential directive extending export regulations must be found 

in either the Constitution or statutes, specifically section 5(b) of the 

TWEA. Youngstown Sheet & Tube Co. v. Sawyer. 343 U.S. 579, 585 (1952).
r

Your inquiry raises questions regarding the Presidents consti 

tutional powers to regulate commerce, his authority under section 5(b) of 

the TWEA, the propriety of the congressional delegation under that section, 

and the nature of the power necessary to enact penal provisions. Generally 

speaking, section 5(b) of the TWEA constitutes plausible temporary author 

ity to extend export controls expressJy authorized by the EAA and some 

of the administrative procedures associated therewith. However, the ex 

tension by presidential action of the antiboycott provisions in the expiring 

law seems highly questionable.

I

Although the Constitution of the United States makes no 

reference to presidential authority in the regulation of commerce, the 

SupremeCourt has recognized thatitmaybe implied from powers expressly 

conferred on him. In Chicago &. S. Airlines v. Waterman S.S. Corp.. 

333 U.S. 103 (1948). the Supreme Court refused to review orders of the CAB 

granting or denying application by citizen carriers to engage in overseas 

and foreign air transportation which by the terms of the Civil Aeronautics 

Act are subject to approval by the President and therefore impliedly beyond 

those provisions of the Act authorizing judicial review of Board orders.

.. . when a foreign carrier seeks to engage in public 
carriage over the territory or waters of this country or any 
carrier seeks the sponsorship of the Government to engage 
in overseas or foreign air transportation. Congress has

74-772 O - 76 - 4«
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completely inverted the usual administrative process. In 
stead of acting independently of executive control, the agency 
is then subordinated to it. Instead of being handed down to 
the parties as the conclusion of the administrative process. 
it must be submitted to the President, before publication can 
take place. Nor is the President's control of the ultimate 
decision a mere right of veto. It is not alone issuance of 
such authorizations that are subject to his approval, but 
denial, transfer, amendment, cancellation or suspension as 
well. And likewise subject to his approval are terms, condi 
tions and limitations of the order .... Thus presidential 
control is not limited to a negative but is a positive and de 
tailed control over the Board's decisions, unparalleled in 
the history of American administrative bodies. 333 U.S. at 
109.

Noteworthy for present purposes is the following observation of 

the Court regarding the relevant powers of the President:

Congress may of course delegate very large grants of 
its power over foreign commerce to the President.... The 
President also possesses in his own right certain powers 
conferred by the Constitution on him as Commander-in-Chief 
and as the Nation's organ in foreign affairs. For present 
purposes, the order draws vitality from either or both 
sources. 333 U.S. at 109-110.

More recently it was held that until Congress legislates on the 

subject, the President has implied authority to enter into voluntary agree 

ments which affect U.S. trade relations with foreign countries. Consumers 

Union of U.S. Inc. v. Kissinger. 506 F. 2dl36(D.C. Cir. 1974). That case 

involved a challenge to the Voluntary Restraints arrangements on Steel which 

were mutually made between certain foreign steel companies as a result 

of negotiations initiated by the Secretary of State at the direction of the 

President. Under these arrangements, nine Japanese Steel Companies, 

and various Western European steel manufacturers belonging to the Euro 

pean Coal and Steel Community by detailed agreements undertook to reduce 

substantially the amounts of steel they would export to the United States 

for domestic sale. It was contended that the actions of the State Department
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in stimulating and implementing these arrangements were unauthorized and 

that no member of the Executive Department, including the President, has 

power under the Jonstitution and laws to enter into or to arrange the result 

ing restrictions on foreign commerce in steel; that under the Constitution, 

Congress has authority to regulate domestic and foreign trade and the 

enactment of the Trade Expansion Act of 1962, as amended (TEA), 19 

U.S.C.A. 1801 et aeq., occupied the field, to the exclusion of any residual 

power in the President l.o take unilateral action.

The trial court rejected petitioners' arguments and held that 

these arrangements being voluntary were not preempted by existing laws re 

gulating foreign commerce since these laws were concerned with enforceable 

agreements. In the words of the court:

While the legislative pattern is indeed comprehensive 
and the President's authority has been narrowed, these acts 
cannot be read as a congressional direction to the President 
prohibiting him from negotiating in any manner with private 
foreign companies as to commercial matters. Far more 
explicit legislation would be required to deprive the Presi 
dent of this authority in foreign affairs where his pre-emi 
nent role has quite properly long had firm constitutional re 
cognition. 352 F. Supp. 1319, 1323 (1973).

The Court of Appeals affirmed in this particular, stating:

The question of Congressional preemption is simply 
not pertinent to executing action of this sort. Congress 
acts by making laws binding, if «tlid. on their objects and 
the President, whose duty it is Taitnfully to execute the 
laws. From tite comprehensive pattern of its legislation 
regulating trade and governing the circumstances under 
and procedures by which the President is authorized to act 
to limit imports, it appears quite likely that Congress lias 
by statute occupied the field of enforceable import restric - 
tions, if it did not, indeed, have exclusive possession 
thereof by the terms of Article I of the Constitution. There 
is no potential for conflict, however, between exclusive 
congressional regulation of foreign commerce ... and 
assurances of voluntary restraint given to the Executive. 
Nor is there auy warrnnt for creating such a conflict by
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straining to endow the voluntary undertakings with legally 
binding effect, contrary to the manifest understanding of 
all concerned and, indeed, to the manner in which depar 
tures from them have been treated. 506 F. 2d a 143-144.

II

The Export Administration Act of 1969, as amended (EAA), 

essentially continues long-standing regulation of exports from the United 

States. See Herman A Gar son. United States Export Controls - Past. Pre 

sent, and Future. 67 Columbia Law Review 791 (1967). It authorizes con 

trols for three purposes - national security, foreign policy and short supply. 

Congressional concern for these three purposes is reflected in both the 

EAA's statement of findings and declaration of policy. 50 U.S.C.A. App. 

2401, 2402. In 1974, Congress added a fourth purpose to the Act. the so- 

called anti-boycott provision wherein it is declared to be U.S. policy "to 

oppose restrictive trade practices or boycotts fostered or imposed by foreign 

countries agai it other countries friendly to the United States. " 50 U.S.C.A. 

App. 2402(5)

In order to carry out the EAA'a various purposes, "the President 

may prohibit or curtail the exportation from the United States, its territories 

anu possessions, ofany articles, materials, or supplies, ir -luding technical 

data or any other information ...." 50 U.S.C.A. App. 2403(b)(l). "The 

export control authority, which has been delegated to the Secretary of Com 

merce [50 U.S.C.A. App. 2403 (e», is administered by the Office of Export 

Control (now Office of Export Administration (OEA)) of the Bureau of Inter 

national Commerce." United States v. 0,1 -mmage. 377 F. Supp. 144, 146 

(E.D.N.Y. 1974). quoting from H. Rept. No. 524, 1969 U.S. Code Cong. 

and Admin. News p. 2705.
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The Department of Commerce controls exports through either 

the issuance of a "validated license" or the establishment of a "general 

license" authorizing such shipments.

A validated license is a formal document issued to an 
exporter by the Department. It authorizes the export of 
commodities within the specific limitations of the document. 
It is based upon a signed application submitted by the 
exporter.

A general license is a broad authorization issued by the 
Department of Commerce which permits certain exports 
under specified conditions. Neither the filing of an applica - 
tion by the exporter nor the issuance of a license document 
is required in connection with any general license. The 
authority to export in such an instance is given in the "Export 
Control Regulation," published by the Department of Com 
merce, which specifics the conditions under which each 
general license may be issued. Ibid.

As explained in Administration of Export Controls [Committee 

Print]. Committee on International Relations, 94th Ccrig., 2d Sess. (1976)

pp. 61-64:
The principal sanctions applied to violators of export 

control provisions are those imposed by the Director of 
the OEA as a result of the administrative proceedings be 
fore the Hearing Commissioner. As the charging letter is 
required by regulation to indicate, these sanctions include: 
(1) general denial of export privileges, (2) total exclusion 
from practice before the Bureau of East-West Trade, U.S. 
Department of Commerce, and (3) monetary civil penalty. 
Each of these penalties may be imposed either alone or in 
addition to any of the other two. In less serious cases 
(e.g., in minor technical violations), a letter of warning 
rray be sent to the violator.

The most frequently used sanction that is more severe 
than a letter of warning is the denial of export privileges. 
Such a denial prohibits the violator from participating di- 
rectly or indirectly, in any capacity, in any transaction 
involving commodities or technical data exported or to be 
exported from the United States, or which are otherwise 
subject to Export Administration Regulations (e.g., reex 
ports from foreign countries). The ban on such participa 
tion specifically, but no* exclusively, refers to applying 
for, preparing, filing, obtaining, or using any export 
license, and to any commercial, financial, or similar
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activity connected with any commodity or technical data 
(388.1(a)(2)). A denial order may be issued for a specific 
time period or, more often, for duration", which means 
that it remains in effect for the duration of export con 
trols, that is, as long as the present statute or any suc 
cessor legislation that provides for carryover remains in 
effect. Denial orders may also be issued with a proba 
tionary period provision. During such period, usually 
following a period of actual denial, the denial of privileges 
is held in abeyance tvt may be reinstated upon an applica 
tion by the Compliance Division for an order revoking the 
probation, a report and recommendation thereon by the 
Hearing Commissioner, and final determination by the 
OEA Director. The probation period may last lor "dura 
tion" or until a specified date.

Denial of export privileges of more limited scope or 
duration may be imposed in a number of circumstances 
other than pursuant to a formal finding by the Hearing 
Commissioner. A charging Jetter. for example, may deny 
to the respondent the privilege of participating in any man 
ner in any U.S. export transaction pursuant to JL validated 
license; it may also, somewhat lees restrictively, suspend 
or revoke any validated licenses outstanding to the benefit 
of the respondent, without denying lam any other export 
privileges (388.11 (a)).

Any order from an "indefinite" denial of expert privi 
leges may be issued by the OEA Director against a person 
who refuses or fails to furnish to the OEA, in the course 
of an investigation or other proceeding, responsive answers 
to interrogatories or to other requests for information, do 
cuments, or other tangible things that have a bearing upon 
the investigation. An indefinite" denial remains in effect 
until the person subject to it responds to the request or 
gives adequate reason for his failure or refusal to respond 
(388.15).

Denial orders may also be "temporary". Such denial 
orders may be issued against a person who is under inves 
tigation, or against whom administrative or judicial pro 
ceedings are pending, for violation of export control pro 
visions, if such denial is found reasonably necessary to 
protect the public interest pending final disposition of the 
investigation or proceedings. They are issMed only for 
such limited time, ordinarily not over 30 days, as is 
necessary to complete the case, but may be extended if 
necessary. Indefinite and temporary denial orders may be 
issued only if the Hearing Commissioner, upon application 
by the Compliance Division and his review of the case, 
approves such action (388.1Kb), .15).
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An order issued upon default may be vacated by having 
the default set aside upon the respondent's application and 
the Hearing Commissioner's consideration of the case and 
recommendation (388. 4(b)). Similarly, temporary denials 
of export privileges contained in a charging latter or an 
order as well as indefinite denial orders may be vacated or 
modified upon the filing of an appropriate motion with the 
Commissioner and after his consideration and recommen 
dation (388.11 (c), .15); similar procedure applies also to 
objections to, or requests to set aside, revocations of pro 
bation (388.16(b)K Any case may be reopened by the Com 
missioner upon a written request by the respondent and 
submission of relevant and material evidence which was 
not known or obtainable at the time of the original proceed 
ing. The reopened proceeding is conducted in the same 
manner as the original one (388.12).

The EAA also provides substantial criminal and civil penalties 

for violating its provisions. Section 6(a) provides:

... Whoever knowingly violates any pr jvisiDn of this 
Act or any regulation, order, or license issued thereunder 
shall be fined not more than $10, COO or imprisoned not 
more than one year, or both. For a second or subsequent 
offense, the offenders shall be fined not more than three 
times the value of the exports involved or $20, 000, which 
ever- is greater, or imprisoned not more than five years, 
or bath. 50U.S.C.A. App. 2405 (a).

Sertion6(b) imposes similar substantial penalties (maximum fine 

of $20. 000 or maximum imprisonment for five years, or both) Tor willfully 

exporting anything contrary to the Act, regulation, order, or license, with 

knowledge that such exports will be used for the benefit of any Communist- 

dominated nation. 50 U.S.C.A. App. 2405(b).

Finally, the head of any department or agency exercising func 

tions under the EAA, or his delegate may impose a maximum $1,000 civil 

penalty for each violation of the Act, or any regulation, order, or 

license isaued under the Act. 50U.S.C.A. App. 2405(c). 50U.S.C.A. App. 

2405(e).
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iii
The EAA embodies general authority for regulating exports 

from the United States. Several additional statutes regulate exports of 

specific commodities or categories of commodities.

Exports of arms, ammunition, and implements of war 
and of related technical data, for example, are controlled 
by the Office of Munitions Control of the U.S. Department 
of State under the authority of section 414 of the Mutual 
Security Act of 1954; exports of nuclear materials and 
facilities, and of nuclear technical data are controlled, 
respectively, (a) by the Nuclear Regulatory Commission 
and the Energy Research and Development Administra 
tion under the Atomic Energy Act of 1954. These con 
trols have been instituted for reasons of national security.

Exports controls based on other considerations (short 
supply, conservation, general public welfare, and regula 
tion of public utilities) are administered by: (1) the Mari 
time Administration (U.S. Department of Commerce) over 
merchant ships under the Shipping Act, 1916; (2) the De 
partment of the Treasury over bronze pennies under the 
Coinage Act of 1965; (3) the Federal Power Commission 
over natural gas and electric energy under the Natural Gas 
Act and the Federal Power Act, respectively; (4) the Drug 
Enforcement Administration (U.S. Department of Justice) 
over narcotics and dangerous drugs under the Controlled 
Substances Export and Import Act; and (5) the U.S. Fish 
and Wildlife Service (U.S. Department of the Interior), the 
National M.-irine Fisheries Service (U.S. Department of 
Commerce), and the U.S. Forest Service (U.S. Depart 
ment of Agriculture) over endangered and threatened species 
of animal and plant life primarily under the Endangered 
Species Act of 1973 and also under several other statutes 
of more limited scope. Administration of Export Controls, 
supra, pp. 1-2.

As noted above, presidential authority to regulate commerce may 

be implied from constitutional powera expressly conferred on him. This 

power, however, may be eclipsed by Congreas to whom the Constitution has 

given "plenary" power to regulate domestic and foreign trade. U.S. Const. 

Art. I. sec. 8. cl. 3. National League of Cities v. Usery. No. 74-878 (June 

24, 1976) citing Gibbons v. Ogden, 9 Whsat, (21 U.S.), (1824). Whether 

Congress in enacting the EAA and other statutes has occupied thu entire
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field thus preventing the President from exercising any implied residual 

power depends, in turn, upon determining whether the statutory scheme of 

regulation is so pervasive as to make unreasonable any other conclusion. 

(Although the Congress may p^pressly so provide, it has not done so in any 

of the mentioned laws.) See, for example, Hines v. Davidowitz. 312 U.S. 

52 (1940); Pennsylvania v. Nelson, 350 U.S. 437 (1956). It seems to us that 

"From the comprehensive pattern of its legislation regulating [export con 

trols] and governing th • circumstances under and procedures by which the 

President is authorized to act to [control exports) it [is] quite likely that 

Congress has by statute[s] occupied the field." See Consumers Union of 

U.S. Inc. v. Kiaainger. 508 F. 2d at 143. If our surmise in this regard is 

correct, the President has no residual implied authority to regulate com 

merce to control exports. In the words of a recent decision in another but 

not totally unrelated particular: "if the reference in the [aforementioned 

executive orders] to 'the authority vested in him by the Constitution' was in 

tended to indicate the view that the Constitution vests in the President any 

power to [control exports], that view was ... in error.' United States v. 

Yoshida Intern. Inc.. 526 F. 2d 560, 572 n. 13 ( C C TA 1976) (regarding 

implied authority "to set tariffs or lay duties or to regulate commerce." 

Cf. the imposition of a 10% import duty surcharge).

IV

If the President's implied authority does not enable him in the 

present statutory context to effectively regulate exports when and if the EAA 

expires, the reasoning in United States v. Yoshida Intern. Inc.. supra, sug 

gests that section 5(b) of the TWEA may provide an adequate, if temporary, 

basis for accomplishing the same result. In Yoshida, the United States Court 

Court of Customs and Patent Appeals (CCPA) held that notwithstanding the
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absence of implied constitutional authority and express authority in the Tariff 

Act, 19 U. S.C.A. 1303 st seq.. or Trade Expansion Act, 19 U.S.C.A. 

1801 et seq., section 5(b) empowered the President to impose an import duty 

surcharge of 10% on all dutiable items. Although the court's conclusions 

respecting the President's section 5(b) authority understandably are confined 

to importation, the expansive view taken relative thereto would seem to 

apply to exportation since, as will be seen hereafter, the law applies both 

to "importation or exportation." Consequently, in our consideration of 

Yoshida, the latter term may be read together with or instead of the former. 

Section 5(b), 12 U.S.C.A. 95a (also set out as section 5(b) of 

Title SOApp., War and National Defense), in pertinent part, follows:

(1) During the time of war or during any other period 
of national emergency declared by the President, the Presi 
dent may through any agency that he may designate, or 
otherwise, and under such rules and regulations as he may 
prescribe, by means of instructions, license, or otherwise-

(A) investigate, regulate * or prohibit, any transactions 
prohibit, any transactions in foreign exchange, transfers of 
credit or payments between, by, through, or to any banking 
institution, and the importing, exporting, hoarding, melting, 
or earmarking of gold or silver coim or bullion, currency, 
or securities, and

(B) investigate, regulate, direct and compel, nullify, 
void, prevent or prohibit, any &< , isition holding, withhold 
ing, use. transfer, withdrawal, transportation, importation 
or exportation of, or dealing in or privilege with respect 
to. or transactions involving, any property in which any 
foreign country or a national thereof has any interest, 
by any person, or with respec to any property, subject to 
the jurisdiction of the limited States ....

For a detailed examination of the legislative history of section 5(b) and its 

"evolution ... as a result of continuing interplay between the Executive and 

Congress" see Emergency Power Statutes. S. Kept. No. 93-549. (1973), 

pp. 184-191.



755

At the outset of its analysis of section 5(b) the CCPA in Yoshida 

declared that its "duty" was to effectuate the intent of Congress. Confining 

itaelf to the "literal meaning of the words employed, " it concluded that "the 

express delegation in $ 5(b) ... is broad indeed. "

It provides that the President may, during "any" period 
of national emergency declared by him, through "any" agency 
he designates, or "otherwise," and under "any" rules he 
prescribes, by means of instructions, licenses, "or other 
wise, " "regulate," "prevent" or "prohibit" the importation 
of "any" property in which "any" foreign country or a na 
tional thereof has "any" interest, and that the President 
may, in the manner provided, take "other and further mea 
sures," not inconsistent with the statutes, for the "enforce 
ment" of the Act.

The Act authorizes the President to define "an/ or all" 
of the terms employed by Congress in §5(b). 50 U.S.C. 
App. 5(b)(3). 526 F. 2d at 573.

The literal wording compelled the CCPA to the conclusion that 

it was "incontestable" that section 5(b) "does in fact delegate to the Presi 

dent ... the power to regulate importation. The plain and unambiguous 

wording of the statute permits no other interpretation" Ibid. Indeed, both 

logic and reason supported this conclusion since --

... the primary implication of an emergency power is 
that it should be effective to deal with a national emergency 
succejafully. The delegation could not have been other 
wise if the President were to have, within constitutional 
boundaries, the flexibility required to meet problems sur 
rounding a national emergency -with the success desired by 
Congress. Ibid.

In a footnote to its discussion of the power delegated by section 

5(b), the court rejected the contention that it was limited to importation of 

property having an "enemy taint. " Id., at n. 17.

The Customs Court's (CC) narrow reading of the law, based on 

the war - related history of the TWEA and the common law rule against 

trading with an enemy, was rejected by the CCPA. Conceding the need to
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determine the scope and extent of the delegated regulatory power, the CCPA 

refused to withhold from the President emergency authority to regulate im 

ports by employing tariffs simply because Congress had expressly legislated 

on the subject, eg. Tariff Act and TEA. Also, the "numerous actions not 

amenable to 'licensing' " which the President was authorized to take, negat 

ed the view that licensing was the sole regulatory device open to him. Id., 

at 574.

Nor, in the CCPA's view, was there any merit in the contention 

that section 5(b) empowered the President to permit trade, not to prohibit 

it. That argument failed on two counts. "The statute itself authorizes the 

President, during emergencies, to 'regulate ... prevent or prohibit impor 

tation.' Secondly, the argument unrealistically by-passes more recent 

history of the TWEA. The 1933 amendment delegating power to the Presi 

dent for use in response to economic emergencies (indeed, to 'any 1 national 

emergency declared by the President. Pike v. United States. 340 F. 2d 487. 

'.& (9th Cir. 1965)), clearly expanded the purview of the TWEA from that 

which encompassed only trading with an enemy in time of war to that which 

also encompassed dealing with 'any' national emergency, including those in 

volving no enemy and no war - related trading." Id., at 575.

The CC also erred in interpreting too narrowly the words "or 

otherwise." Thus. v

If the phrase "by means of instructionc, licenses, or 
otherwise" defines "the nature and mode of the regulatory 
authority intended to be delegated to the President, it does 
HO very broadly indeed. The phrase appears to be expan 
sive, not restrictive. The words "or otherwise," if they 
mean anything, must mean that Congress authorized the use
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of means which, though not identified were different from 
and additional to. "instructions" and "licenses." Congress, 
by its use of "or otherwise," signalled its intent not to bind 
the President into "instructions" or "licen js," or into any 
other preapecified means which might preclude his dealing 
with a national emergency and defeat the purposes of the 
legislation. Id.. at 576.

Accordingly, the CCPA concluded "that Congress in enacting $5(b) of the 

TWEA, authorized the President, during an emergency, to exercise the 

delegated sub8t"-»'"e power, i.e., to 'regulate importation. ' by imposing 

an import duty surcharge or by other means appropriately and reasonably 

related. ... to the particulai "*-"re of the emergency declared." Ibid.

The CCPA held that the CC had erred in assuming that the use 

of section 5(b) to impose a 10% surcharge implied an unlimited breadth of 

presidential power which "would not only render our trade agreements pro 

gram nugatory, [but] it would subvert the manifest Congressional intent to 

maintain control over its Constitutional powers to levy tariffs. "The correct 

Standard by which to judge the challenged exercise, the CCPA said, was to 

examine it on its particular merits, not 'low it might be abused in some 

future circumstance.

... presidential actions must be judged in the light 
of what the President actually did, not in the light of what 
he could have done. To this we would add, ' :and not in 
light of what he might do. " Each presidential proclama 
tion or action, under" $5(b) must be evaluated on its own 
facts and circumstance:*. Id., at 577.

After revievrin; the President's proclamation (4074) imposing 

the 10% surcharge, the CCPA found it to be limited both in terms of objects 

and time "Far from attempting, therefore, to tear down or supplant the entire 

tariff scheme of Congress, the President imposed a limited surcharge, as 

"a temporary measure." ... calculated to help meet a particular national 

emergency, which is quite different from 'imposing whatever rates he deems 

desirable.' " Id., at 578.



758

Reliance by the CC on Youngtown Sheet & Tube Co. v. Sawyer 

(the Steel Seizure Case), supra, was "misplaced" since the surcharge did 

not run counter to any explicit legislation. "We know of no act, other than 

the TWEA, 'providing procedures' for dealing with a national emergency in 

volving a balance of payments problem such as that which existed in 1971. " 

Ibid. Existing statutes regulating imports; viz.. the tariff Act jf 1930 and 

its amendments, and the Trade Agreements Act of 1934, and its amendments, 

and the Trade Expansion Act of 1962, and its amendments, applied to normal 

conditions an a continuing basis.

... The existence of limited authority under certain 
trade acts does not preclude the execution of other, 
broader authority under a national emergency powers act. 
Though 5(b) of the TWEA does overlap the traditional 
framework of trade legislation, it is not controlling that 
some of the same considerations are involved. That is to 
be expected. All deal with foreign commerce Congress 
has said what may be done with respect to foreseeable 
events in the Tariff Act, the TEA, and in the Trade Act 
of 1974 (all of which are in force) and has said what may 
be done with respect to unforeseeable events in the TWEA. 
In the latter. Congress necessarily intended a grant of 
power adequate to deal with national emergencies. It was 
error below to apply the same approach to determination 
of intent when Congress is legislating for normal con 
ditions (where the grant is properly narrow) and when 
Congress is legislating for national emergency conditions 
(where the grant must be of greater breadth). We find it 
unreasonable to support that Congress passed the TWEA 
delegating broad powers to the President for periodic use 
during national emergencies, while intending that the Pre 
sident, when faced with such an emergency, must follow 
limiting procedures prescribed in other acts designed for 
continuing use during normal times." Id., at 578.

The CCPA indicated that the inherent standard by which to judge 

the exercise of emergency powers is the extent to which action taken is rea 

sonably related to the power delegated and the emergency giving rise to the 

action. "The nature of the power determines what may be done and the nature
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of the emergency restricts the how of its doing. Though courts will not 

normally review the essentially political questions surrounding the declara 

tion or continuance of a national emergency, they will not hesitate to review 

the actions taken in response thereto or in reliance thereon. It is one thing 

for courts to review the judgment of a President that a national emergency 

exists. It is another for the courts to review his acts arising from that 

judgment. " Id., at 578-579. After a review of the nature of the economic 

crisis confronting this nation because of its balance of payments problems, 

the CCPA concluded "that the President's action imposing the surcharge 

bore an eminently reasonable relationship to the emergency confronted." 

Id., at 560.

With respect to the constitutionality of the TWEA in light of the 

foregoing broad reading given to it, the CCPA declared that the surcharge 

"could not violate any individual's constitutional righto in foreign trade. No 

one has a vested right to trade with foreign nations. ... And no oru has a 

legal right to the maintenance of an existing rate or duty. " Nor [is there 

any] denial or infringement, even indirectly of any rights arising from any 

of the Amendment? to the Constitution. ..." Ibid.

Also, there was no violation of the concept of separation of 

powers or its corollary, the delegation doctrine, (i.e. the legislative power 

of Congress cannot be delegated except under the limitation of a prescribed 

standard. United States v. Chicago M. St. PER. R.Co.. 282 U.S. 311, 324 

(1931)). A delegation is proper, the CCPA said, if it laid down an" intel 

ligible principle "under which President was to act. That principle was 

adhered to in "the express limitations that (1) $5(b) of the TWEA shall be-
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come operative only in 'time of war' or 'any other period of national emer 

gency declared by the President 1 (i.e., a congressional requirement that 

the President, before acting in peacetime, must find and declare the fact that 

a national emergency exists), and (2) that the power delegated therein shall 

be applied only to 'property in which any foreign country or a national there 

of has any interest.' " Id., at 580-581.

The uniqueness of each emergency circumstance, the inability to 

legislate in minute detail in advance with respect to each one, and the need 

for immediate action to combat it, all conduced to make the delegation in 

section 5(b) a proper one.

It cannot be lightly dismissed that the TWEA is opera 
tive only during (war or) national emergencies, which in 
herently preclude prior prescription of specific, detailed 
guidelines.... Clearly, Congress can be "constitutionally 
required to appraise beforehand the myriad situations" even 
less stringently when legislating with respect to the in 
herently unknown and unknowable problems which may 
accompany a future national emergency.

The need for prompt action, another essential feature of 
a national emergency, precludes the otherwise oft-provided 
requirement for prior hearings, extensive fact finding. 
Tariff Commission reports to the President, and the like. 
Emergencies, by definition, require a quick, decisive 
response. Of the three branches of government, only the 
Executive has a continuing, spontaneous capacity for mounting 
such a response. Further, emergencies are expected to 
be shortlived. Id., at 581-582.

The CCPA concluded its opinion as follows:

The broad and flexible construction given to $ b(b) 
by the courts which have considered it is consistent with 
the intent of Congress and with the broad purposes of the 
Act. As was said by the Supreme Court in discussing the 
President's power to define "banking institution" under an 
earlier version of $5(l>): "The power in peace and in war
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must be given generous scope to accomplish its purpose" 
Propper v. Clark. 337 U.S. 472, 481. 69S.Ct. 1333. 1339. 
93 L.Ed. 1480 (1949). Though such a broad grant may be 
considered unwise, or even dangerous, should it come 
into the hands of an unscrupulous, rampant President, 
willing to declare an emergency when none exists, the 
wisdom of a congressional delegation is not for us to de 
cide. As was said in Norman v.B. & O. R. Co.. 294 U.S. 
240. 297. 55 S.Ct. 407. 411. 79 L.Ed. 885 0935), with 
respect to "gold clause" measures: "We are not concerned 
with their wisdom. The question before the Court is one 
of power, not of policy."

Congress, fully familiar with its own use of duties 
as a means of regulation delegated to the President, in 
J 5(b) of the TWEA, the power to regulate importation 
during declared national emergencies by means appropriate 
to the emergency involved. Interpreted as having authoriz 
ed the President's imposition of the specific surcharge in 
Proclamation 4074, a> a reasonable reaponae to the parti 
cular national emergency declared therein, the delegation 
in $ 5(b) of the TWEA passes constitutional muster.

Accordingly, the President's action under review 
was within the power constitutionally delegated to him. and 
the judgment of the Customs Court that said action was 
ultra vires mult be reversed. Id., at 583-584.

V

We have considered Yoahida at length for the obvious purpose 

of demonstrating the "broad and flexible construction" given to the delegation 

of authority to the President by section 5(b) of the TWEA. Although rather 

extraordinary by any standard, the CCPA's reading of the law is within the 

spirit of prior judicial rulings which have considered it in a variety of con 

texts. See authorities set out at footnote 16, 528 F. 2d at 573. The fact 

that that case involved "importation" would not appear to be a meaningful 

distinction since, as previously acted, the authority delegated by that section 

also encompasses "exportation." The express delegation in section 5(b) 

empowers the President, during "any" period of national emergency de 

clared by him, through "any" agency he designates, "or otherwise," and 

under "any" rules he prescribes, by means of "instructions" "licenses."

74-772 O - Ti -
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"or otherwise" to "regulate. " "-revent" or "prohibit" the exportation of "any" 

property in which "any" foreign country or a national thereof has "any" in 

terest, and that the President may in the manner provided take "other and 

ftirther measures," not inconsistent with the statute for the "enforcement" 

of the Act." The TWEA authorizes the President to define "any or all! 1 of 

the terms employed by Congress in section 5{b).

The major obstacle in the principal case arose because the 

means selected by the President to "regulate" importation (i. e.. a surcharge) 

was not expressly mentioned in the list of specified means, and, the employ 

ment of ouch means at first blush seemed to be at variance with laws relating 

to its closest analog (i.e., tariffs). The specified means include "instruc 

tions, " "licenses," "or otherwise." The last mentioned phrase was deemed 

to be "expansive, not restrictive," which is to say. it did not confine pre- 

siential action to instructions and licenses or other forms thereof. Briefly 

the 10% surcharge was a valid implied means author!ted by section S(b) be 

cause it was reasonably related to the power delegated and to the emergency 

giving rise to the action.

... it is purpose, not form, which should govern 
Judicial characterisation of a charge on imports.... A 
principal function and necessary effect of the import sur 
charge in Proclamation 4074 was to regulate imports. 
Section 5(b) delegate* power to "regulate importation." 
The relationship between the action taken and the power 
delegated was th us one of substantial identity.

The President's choice of means of its execution must 
also bear a reasonable relation to the particular emergency 
confronted. ... The declared national emergency was pre 
mised on a prolonged decline in our country's international 
monetary reserves, the serious threat to our trade position, 
and our unfavorable balance of payments position. Unlike 
quotas and other forms of action, a surcharge can obviously 
be quickly imposed and reviewed, is not discriminatory 
among nations affected, and is administratively less com 
plex. Through its impact on imports, the surcharge
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imposed by Proclamation 4074 had a direct effect on our 
nation's balance of trade and. in turn, on its balance of 
payments deficit and its international monetary reserves. 
We conclude, therefore, that the President's action in im 
posing the surcharge bore an eminently reasonable relation 
ship to the emergency confronted. 528 F. 2d at 570-580.

If it is assumed that any gap in export regulation would impart 

severe consequences to the national welfare — a determination admitted 

ly beyond our ken--may the President temporarily fill the void as he has 

undertaken to do on two previous occasions? The CCPA's reading of sec 

tion 5(b) of the TWEA suggests rather clearly that that question has to be 

answered in the affirmative. Indeed, in some ways, such action presents 

far leas difficulty than the imposition of a 10% surcharge on imports. As 

noted, the latter had to be inferred from section 5(b)'s delegation of 

authority to the President to regulate imports. However, such is not the 

case with an executive order extending on an emergency basis export con 

trols. Section 5(b) expressly delegates authority to the President, during 

times of national emergency, to "regulate," "prevent" or "prohibit" ex 

portation by means of "instructions," "licenses" "or otherwise." The 

principal means used under the EAA and presumedly carried forward under 

an emergency extension of that Act involves lie ensure. In brief, such 

action is not a matter to be inferred and to be judged in terms of its 

reasonable relationship to the power expressly delegated. It is expressly 

delegated To paraphrase the CCPA:

[The] principal function and necessary effect of 
(such action is' *o regulate (exports]. Section 5(b) dele 
gated power to "regulate [exportation!. " Id.. at 579.

As noted in our discussion of Yoshida, the authority delegat 

ed by section 5(b) is not confined to wartime emergencies, but is equally 

available in economic emergencies. Id., at 575-576.
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Section 5(b) also delegates authority to the President to take 

"other and further measures, "not inconsistent with the statute for the "en 

forcement" of the TWEA. In addition to effectively extending the EAA's 

export regulations, this authority would reasonably seem to include extend 

ing the administrative framework and procedures used to implement that 

Act. Although it is not without conceptual problems, such authority may 

conceivably be applied to effectuate current administrative sanctions, includ 

ing outstanding denials of export privileges for the duration of the emergency 

and until such time as Congress acts to fill the statutory void. Whether the 

last mentioned is valid in all respects depends not only upon the scope of 

authority delegated by section 5(b) but also upon whether such means are 

reasonably related to the emergency confronted. However, as the CCPA 

observed:

No one has a vested right to trade with foreign na 
tions. Buttfield v. Stranahan. 192 U.S. 470. 24 S.Ct. 349, 
48 L.Ed. 525 fl904F'Anbby Dodge, 223 U.S. 168. 32 S.Ct. 
310. 56 L.Ed. 390 0912); Brolanv. United States. 236 U.S. 
216, 35 S.Ct. 285. 59 L.Ed. 544 0915); Weber v. Freed. 
239 U.S. 325. 36 S.Ct. 131. 50 L.Ed. 30ft (161S); Board of 
Trustees v. United States. 289U.S. 48. 53 S.Ct. 509, 77 
L.Ed. 1025 0933). And no one has a legal right to the
maintenance of an existing rate of duty. Norwegian Nitro 
gen Products Co, v. United States. 288 U.S. 294, 53 S. 
Ct. 350, 77 L.Ed. 796 0933). Nor are we faced here with 
denial or infringement, even indirectly, of any right aris 
ing from any of the Amendments to the Constitution as were 
the courts, tor example, in Veterans & Reaerv. For Peace 
In Vietnam v. Regional CoirPr. and Teague v. Regional 
Commissioner of Customs, supra note 18, wherein deten 
tion, under S 5(b), of publications sent from North Vietnam 
was upheld against a claim of violation of First Amend 
ment rights, or in Sardino v. Federal Reserve Bank of 
New York, supra note 16. wherein blocking of property, 
under $ 5(b). was found not to be a deprivation of property 
violative of the Fifth Amendment. Id., at 580.
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It should be noted, however, that even a privilege may not be arbitrarily 

denied or taken away, see Elrod v. Burns. No. 74-1520 (June 28, 1976) 

pp. 6-12 for authorities. On the other hand, "the need for prompt action, 

another essential feature of a national emergency, precludes the otherwise - 

oft - provided requirement for prior hearings, extensive fact finding,Tariff 

Commission reports to the President, and the like. Emergencies, by de 

finition, require a ruick decisive response." Id., at 581-582.

What exports can be regulated? In line with what appears to be 

the CCPA reasoning in Yoahida. all of those items presently regulated under 

the EAA. 526 F. 2d at 577. Accordingly, present controls on exports, in 

cluding exports of technical data would be covered during a declared 

emergency.

The EAA'H criminal sanctions and civil penalties are another 

matter. Although "there is no question that Congress may validly provide 

a criminal sanction for the violation of rules or regulations which it has 

empowered the President, or an administrative agency to enact," United 

States v. Brumage. 377 F. Supp. 144, 150 (E.D.N.Y. 1974), Congress can 

not delegate the underlying power to proscribe conduct. The power to deter 

mine what acts shall constitute crimes, and, what acts shall not, and to 

prescribe punishment for acts prohibited belongs to the legislative branch 

of government. Ex parte United States. 242 U.S. 27.42 (1916). If and when 

the EAA expires, the criminal sanctions and civil penalties authorized 

therein also expire, 50 U.S.C.A, App. 2405. However, the TWfcA con 

tains penal provisions (cf. Civil penalties). 50 U.S.C.A. App. 5(b)(3). The 

two previous executive orders afte< ted a reconciliation between the two 

measures by specifically limiting the criminal fine which could be imposed
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for an export control violation to $10,000, the maximum allowable amount 

authorized by the TWEA. (Cf. $20.000 under the EAA). The executive 

orders, however, disregarded the difference in the authorized maximuma 

for imprisonment, presumably because the TWEA's five year maximum in 

cludes the EAA maximum (i.e., one year for first time offenders and five 

years for repeat offenders).

Finally there ifl some doubt whether the President acting pur 

suant to section 5(b) of the TWEA may effectively extend the so-called anti- 

boycott provisions of the EAA. As noted above, section 3(5) of the latter 

declares it to be national policy "(A) to oppose restrictive trade practices 

or boycotts fostered or imposed by foreign countries against other coun 

tries friendly to the United States. (B) to encourage and request domestic 

concerns engaged in the export of articles, materials, supplies, or infor 

mation, to refuse to take any action, including the furnishing of informa 

tion or the signing of agreements, which has the effect of furthering or 

supporting the restrictive trade practices or boycotts fostered or imposed 

by any foreign country against another country friendly to the United States, 

and (C) to foster international cooperation and the development of interna 

tional rules and institutions to assure reasonable access to world supplies. " 

50 U.S.C.A. App. 2402(5). The Department of Commerce has issued 

regulations which establish a program intended to implement the anti-boycott 

policy. 15 C.F.R. part 369. Generally, the regulations require exporting 

companies and other domestic firms to report any "request for an action, 

including the furnishing of information or the signing of agreements, 

that has the effect of furthering or supporting" a boycott. See Forms DIB-62), 

621P, 630P. At present, the Secretary of Commerce or his designee utilizes
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the threat of civil and penal sanctions authorized by sections 6(a) and 

(c) of the EAA, 50 U.S.C.A. App. 2405 (a) and (c), to enforce compliance 

with the reporting requirements.

The anti-boycott provisions fit nicely within the stated purposes 

of the EAA which, as previously noted, include promotion of United States 

foreign policy interests. Although some aspects of this policy are likely 

encompassed by the TWEA, the latter is chiefly a grant of extraordinary 

power whose exercise is dependent upon a national emergency. However 

objectionable the factual circumstances that prompted Congress to enact the 

anti-boycott provision* may be, we are unable to find support in the legisla 

tive deliberations associated therewith for th« view that offensive restric - 

live trade practices at issue constituted a national emergency. If it had 

been considered in such terms. Congress might have opted for pending al 

ternatives barring them altogether rather than limiting itself to a policy 

declaration. More significantly, an attempted extension by executive action 

premised on section 5(b) of the TWEA would not accord with the second 

limiting factor which allowed the CCPA to sustain that provision over objec 

tions that it was an unlimited grant of legislative power contrary to Article 

I, section 1; viz., the e- jrcise of the delegation to be valid must apply only 

to property in which any foreign country or any national thereof has an in 

terest. Such does not appear to be the case here. Accordingly, any attempt 

by the President to extend these provisions by virtue of section 5(b) of the 

TWEA would appear to be lawmaking. As Mr. Justice Black observed for 

the Court in the Steel Seizure Case, 343 U.S. at 587-588:

In the framework of our Constitution, the President's 
power to see that the laws are faithfully executed refutes the 
idea that he is to be a lawmaker. The Constitution limits 
his function in the lawmaking process to the recommending 
of laws he thinks wise and the vetoing of laws he thinks bad.



768

And the Constitution is neither silent nor equivocal about 
who shall make laws which the President is to execute. The 
first section of th° first article says that "all legislative 
powers herein granted shall be vested in a Congress of the 
United States .... "

Briefly, the delegation of authority to the President by section 5(b) of the 

TWEA would not appear to support, a presidential directive extending the 

anti-boycott program

Raymond J. Cclada 
Senior Specialist in 
American Public Law 
July 15, 1976



APPENDIX 13

LIBRARY OF CONGRESS STUDY CONCERNING WESTERN TECHNOLOGY 
AND ECONOMIC PERFORMANCE IN THE EASTERN COUNTRIES

INTRODUCTION

The International Relations Comnlttre of the House of Representatives 

1$ considering the extension and amendment of the Export Administration 

Act of 1969 1n Hearings during June 1976. Consideration of licensing 

exports to the Soviet Union, the countries of Eastern Europe, and the 

People's Republic of China raises questions on the potential of the sale 

of U.S. technology to the countries In the East. Especially Important 

Is the likelihood of use of Western technology to enhance Eastern nation's 

military capability. In this contt::*, the Soviet Union, as the most cap 

able of our putative adversaries, Is cf particular Interest. In licensing 

policy <M are also concerned with the significance of Western technology 

for mating Eastern economic planning goals. This role of Western tech 
nology 1n enhancing Eastern economic performance may be a source of 

American diplomatic leverage.

The Subcommittee on International Trade and Commerce, chaired by 
Congressman Jonat'ian B. Blngham, held Hearings In March focusing In detail 

on this sine topic, export licensing of advanced technology. Congressman 
Thorns E. Morgan, chairman of the full Committee, requested this background 
paper for the full CoMilttee Hearings 1n June. Guidance was provided by 

George M. Ingram of the full Committee staff, and Roger R. Najak and Victor 

Johnson of the Subccsr.ittee staff.

(760)
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OVERVIEW

The Twenty-Fifth Congress of the Comnunlst Party of the Soviet Union 

met In Moscow In February 1976. The speech of Alexel Kosygln, Chairman 

of the Council of Ministers and leading economic authority In the Polltburo, 

stressed the critical role of Western technology In Improved Soviet economic 

performance. From this speech and the basic directives for the Tenth Five- 

Yea r Plan, we My update Soviet leadership perceptions of the role of 

Western transfer of technology 1n Soviet fulfillment of economic plans.

The perceived positive prospects from Increased transfer of Western 

technology my be appreciated against the backdrop of persistent problems of 

long- and short-term economic performance. Tht long-term decline In Soviet 

economic growth and the continuous low quality of civilian goods output 1s 

* matter of concern to :ov1et leaders. The short-term effect of poor weather 

years In 1972 and 1975 1n agriculture, the exceptionally large number of un 

completed construction projects and the severe, current hard currency balance 

of payments problems add an Immediate or short-term dimension to the problem. 

Western technology will not solve Soviet economic problems, but without se 

lective transfer of technology 1n critical sectors, Soviet economic per 

formance could be considerably worse. As pollcymakers, the Soviet leaders 

may see a maximum use of Western technology as one of their more effective 

variables to favorably Influence visible economic outcomes, even In the 

short run. Western technology transfer nay be even more Important In 

the long run. Even though the Party Congress did not discuss the Flftec 1 - 

Year Plan (1976-1990), that plan covers a time period of Increasing eco 

nomic concerns to Soviet leaders. Without significant changes, the Soviet

I/ Pravda. March 7, 1976. December 17, 1975.
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economic slowdown 1n the 1980's my be even more pronounced than the 1970's. 

Western technology 1s likewise Important to the economies of Eastern Europe 

and the People's Republic of China (PRC).

Some aspects of the role of Western technology In economic plans of the 

East are summarized 1n the points below and elaborated In more detail 1n 

the sections that follow:

1. Western technology began to play a major new role 1n Soviet eco 

nomic plans In the Eighth Five-Year Plan (1966-1970). The selective stra 

tegy of technology transfer was widened to Include more sectors 1n the Ninth 

(1971-1975) and even more for the current Tenth Five-Year Plan (1976-1980).

2. The selective policy of technology transfer and absorption appears 

to have a significant aggregative effect on Soviet Industrial production, far 

1n excess of the modest value of Imported machinery. The favorable aggre 

gative effect of Imported technology, may result from an effective combina 

tion of foreign Imports and Increased domestic Investment from a modified 

resource allocation policy.

3. The effective transfer of technology 1s mainly 1n the broader 

systems transfer, Involving not only machinery and plants but also train- 

Ing, management, and foreign expertise or know-how.

4. The effective Western technology transfer, demanding domestic 

Investment and the adoption of Western systems, threatens to change the 

traditional role of the military and the Party. Various accommodations 

which may permit more extensive civilian use of efficient military ad 

ministration and changing Party Involvement 1n economic Institutions may 

prove to be acceptable.
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5. Thi rate of Importation of technology 1s United by the Soviet 
ability to finance trade 1n hard currency. Some flexibility and changing of 
priorities may strengthen exports, Improve hard currency earnings from non- 
trade sources, and enlarge credit prospects. In spite of any likely Improve 
ments, balance of payments deficits with western Industrial rations will 
probably be a major constraining factor on Imports of Western technology.

6. Western technology Is even more critical to the economic moderni 
zation and consumer Improvement plans of Eastern Europe. These countries 
are more flexible 1n their acceptance of Western commercial norms, but even 
more constrained by balance of payments difficulties.

7. The People's Republic of China could engage more 1n East-west 
commercial relations. Aggressive energy export policy, alone, would relieve 
most balance of payments problems. The Chinese leaders are, however, the 
most cautious of the Eastern countries about accepting Western systems, the 
norms of external relations and other foreign Intrusions as a part of the 
technology transfer from the West needed 1n their economic plans.

Technology Strategy of Soviet Leadership

The decision after the removal of Khrushchev to contract with FIAT to 

build • passenger car plant In th« Soviet Union, discussed by Alexel Kosygln 

in • speech to the Gosplan in 1965, was a key point in setting the current 

leadership's strategy on technology imports from the West. A contract was 

con»uBMt«d with FIAT In 1966. The impact of th* FIAT contract and related 

agreements on Soviet foreign trade was felt later as Soviet Imports of 

Western machinery Increased sharply. Donald Green end Herbert Levin*
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quite ressonably place the beginning « netc »tr«tegy on technology on imports
2/ 

from the West in 1968.

The decision to import automotive technology was broadened in the formu- 

Ution of the Ninth-Five Year Plan to include truck technology. As the FIAT 

arrangement had been the center piaice of the Eighth Five-Year Plau, the 

Kama River Truck Plant development became the major focus of Western ta- 

chinery iaiportation in the Ninth Five-Year Plan. The aelected areas for 

special attention were widened from automotive technology to include (1) 

natural gas, oil, timber, metal extraction, processing, and distribution 

technology; (2) chemical processes ranging from fertilizer to petrochemicals; 

(.3) computer assisted systems technology; (4) agribusiness technology; (S) 

tourist facility technology.

A key aspect of Soviet import strategy has been to i»port the soet 

modern technologies available in the West. Soviet iaportsrs have proven to 

be very proficient at searching Ueatarn markets and selecting the most ad 

vanced industrial processes, machinery and equipment to meet their domestic 

needs. Recently, a Department of Defense task force recommended that Western 

export control authorities be more selective in the application of controls
y

on technology exports to the Soviet Union and other socialiat countries.

II Green, Donald W. and Herbert S. Lcvine, "implications of Technology 
~ for the U.S.S.R." Paper presented to NATO Directorate of Economic

Affairs Colloquium on "tart-West Technological Co-operttion," Brussels,
March 17-19. 1976.

3/ U. S. Department of Defense. Office of the Director of Defense Research
and Engineering. An Analysis of Export Control of U.S. Technology—A
D.O.D. Perspective'1 Washington, February A, 1976. pp. 9-14.
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According to the Defense Department group, the strategic implications of 

transferring revolutionary technological advance*, or "quantum; jumps" in 

the atate of rhe art, thould be weighed very carefully. Some items on the 

Soviet technology (hopping liat, auch at nev computer systems, represent 

revolutionary advancei and would presumably be controlled more rigidly by 

the Defense Department task force.

On the other hand, many Western technologies sought by the Soviets 

represent only evolutionary advances, or small incremental improvements in 

technology. Soviet imports of evolutionary advances in technology include 

•utoewoile designs and tourist facilities. Some technologies, while only 

evolutionary in term* of Western technological progress, may bring about a 

significantly greater improvement in Soviet technological capabilitiea and 

result in subrtantial benefita to the Soviet economy. However, such are 

generally available to the Soviet Union from alternative sources and are 

difficult to control. The Defense Department task force recommends that 

transfers of such technologies need not be subjected to rigid controls.

In seeking to expand the importation of foreign technology, whether 

rtvolutionary or evolutionary, Soviet-, ucciaionmakers appear to be moving 

toward a foreign economic policy that- conform more closely with the poli 

cies of other industrialized countries. Soviet leaders appear to have 

recognised that the world economy had become technologically very inter 

dependent and that it therefore was time to terminate the policy of deny 

ing themselves acceas to that world market phenomenon. Thus, they seem 

to have decided to end the Stalioist policy of autarky. This broader
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4/ 
interpretation, moat clearly deacribed by Philip Hanaon, ia not in conflict

with the notion that the leadera telectcd particular Weatern itreats of 

technological change for priority. Moreover, a policy of (elective inter 

dependence for the current time period, at leaat through the Tenth Five-Year 

Plan, aeeaia to be a reaaonable forerunner of a broader interrelationship at 

• later date. Thia would follow the widening selection of economic aectora 

to be favored with Weatern technology in the earlier plan* from 1966-1975. 

'ihe change of the Soviet ayicea to accommodate a degree of eelective 

interdependence or technological interrelatedneia with Wectern induitriei 

required »nd received direct Politbur' aupport and intervention. Thia in 

tervention hat continuoualy aupported and facilitated Western connection*. 

Chairman of the Council of Hiniatera, Alexei Koiygin, ha* been eapecially 

identitied with the implementation of the itrategy, but it doubt let* ha* 

the aupport of Leonid Brethnev and the other member* of the Politburo.

Inveatment Policy and vt» Implication*.

The implementation of a policy of aelective technology tranaiera i* 

apparently motivated by a deaire to improve th« economic performance in 

apecific aectora (e.g. provide more and better truck* and can, mor« and 

better energy, metal* and other material input*, more and better chemical 

product*, more and better computer application*, more and better food). 

However, the leaderahip i* probably concerned with the aggregate effect* 

of the input* of Weatern machinery. If they prove right in their per 

ception that performance in specific *ectora may be improved by Weitern

V rianton. Philip, "Oiffuaion Problem* in the USSR." NATO paper.
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technology transfer, they may alto be correct In their perception that a 

significant aggregative benefit may be forthcoming. The preliminary analyale 

of Green and Levin* conclude* that Industrial output would have been 1SZ leae 

in the period 1968-1973 had the new policy of Weatern technology tranafer not 

been adopted.

The Model auggeet* that the growth of industrial production 
from 1968 to 1973 would have bean only 28.41 without thoae 
additional Imports of Heaters machinery, i.e.. approximately. 
15t of the growth rate in the control aolutlon (33.71) would 
have been foregone. In thia version of the model with no 
coBp*naatory policy shift*, nearly the full Impact of thia 
loaa In GUP falla upon consumer* .V

Although only a preliminary finding, it doea auggaat the Soviet leader* were 

right In their apparent Judgment chat Chare were considerable galna from chelr 

•elective Weatcra technological connection*. Moreover, it auggeeta a rationale 

for broadening the policy la each aucceaelve five-year plan period. Indeed,

D. S. export! of machinery and equipment increased from under 50 million In
6/1970 to 547 million In 1975.- In eplte of trade problems, orders In hand In 

dicate further Increaae* In future yeara.

Individual sector or mlcroeconomlc atudlea on chemical fertiliser, coal

and oil, and others suggest varying but wide technology gaps between Western
6a/ 

and Soviet levels of technology.— To date these studies have not provided

quantitative aeaessments that might help challenge or affirm the mecroeconomlc 

finding* of the Creea-Levlne study. Ravever, they do suggest smaller, lees 

significant Impact* on Soviet performance from western importations.

5_/ O*M mad Levins, op. clt.

6a/ Hanson, Philip, "The Diffusion of Imported Technology In the USSR"; 
Campbell, lobert, "Technological Level* In the Soviet Energy Sector." 
Both pepera presented to NATO Directorate of Economic Affairs Colloquium 
on East-Best Technological Co-operstlon, Brussels, Kerch 17-19, 1976.

j5/ East-West Foreign Trade Board Fourth Quarterly Report, referred to Hayu 
~ and Mean* Committee Kerch 30, 1976, Appendix D.
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The importation of Western technology also hat an indirect effect on 

domestic investment allocation. In eacn cate of iclectiv* technology transfer 

noted above, the imported equipment would provide only part of the needs for 

expanding output. More denestic invest awnt for equipment not imported, auch 

a* infrastructure expansion, and comp *x expansion of related production, 

lead* to a resource demanding function of imported technology. At the »a»e 

time, imported machinery end Western technical assistance reduce) tbi. require- 

Mnt for doeMStic machinery, and domestic research aad development expend i~ 

tures which can then be diverted to other projects, auch ae military-related 

output. This resource releasing function tend* to offset the resource demand- 

ing requirement. The degree to which technology imports are resource demanding 

or resource releesing is surely quantifiable with further research in both 

•icro and macro-economic terms. The relative sophistication or quality of 

reaources demanded or released would be an important consideration in any 

attempt to quentify the impect. While no precise measurements are available, 

an examination of the high-priority sectors for technology imports suggest* 

that the resource demanding function, which ia increasing over time, exceeds 

the reeource releasing function.

Severel factors support the general conclusion that Soviet technology 

imports have a net reeource demanding effect on the domestic economy. First, 

the technology tranafer process itself consumes domestic, as well ae foreign 

resources. The adaptation and absorption of technology which has been de 

veloped for another country requires considerable inputs from the Soviet 

economy. For example, Soviet engineers ere needed to adapt foreign 

production techniques and product designs to local coalitions.

74-771 O - T( - SO
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Th« "Zhiguli" paraenger cur. produced with the aaaiatancc of FIAT and modeled

•ftar th* FIAT-124, required modificatioQ* of 65 percent of it* part* in order 

to perform adequately under Soviet condition*. Addition*! resource* are con-

•uned while Manager*, technician*. and worker* *r« learning to operate new 

flue* or machinery. During *uch learning period*, labor and Material re 

source* arc often watted, and output i* reduced.

A itcond factor contributing to a larg* resource demanding function i* 

tb* ttich quality requirement* for domiatic input* for project* uxing Western 

technology. Frequently, the bigbeit quality ccofttetic labor and material re 

source* are needed to in*ure that importe of advanced technology are affec- 

tiv*ly exploited. An example it the diversion of ezperianced conatruction 

crew* from Hoicow project* to work oa conitructiou of the Ue*tern-a**i*ted 

Volga and Kama liver automotive plant*. Likewise, skilled production worker* 

hav* been recruited 2roai other part* of th* Soviet eutow.ivo ioduatry. The 

mantgarf aiU engineer* at the two plant* appear to be among the beat in tbe 

Soviet Union. Final' :be maaager* of tb* new automotive, projecca are 

making demands for higher quality material* and part* from Soviet industry.

A third factor i* the increasingly complex and interrelated atructure of 

eh* Soviet eaonom/. Often, Ihetan'u ajaiatad psojecta cannot function effectively without 

maiiiv* domaitic inveitment in complameatary induatriet and infraatructur*. 

Foreign technology import* may »e likened to the down payment on economic 

chaage; *ub**quent p*^mentt mu*t be Mde by a aelective rcviiion in do- 

mettic reaource allocation priorities Perhapa the moit atriking example*

•re the proposal* to utilise Neatern credit* and technology to develop 

Siberian energy resource*. In order to make effective u*e of foreign
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technology, considerable Soviet infrastructure inveetment would be re 

quired, including expenditure* for *ite development, wot ken' facilities, 

rail and water transport facilities, refinery capacity, and petrochemical 

plant*. In «hort, the successful application of import* ot Wettern tech 

nology in Siberia must b« accompanied by coiplex development of large re 

gion* that are now largely devoid of infrastructure.

Th* long-ten effect of Weitern technology tranafer* to the Soviet 

Union will probably be to itrengthen the Soviet economy. At the *ame time, 

the net effect of *uch transfer* may be to direct Soviet resource alloca 

tion* toward tho*e icetcr* of the economy that are the primary recipient* 

of beetern technology. Furthermore, the *ophi*ticated nature of dome*tic 

investment requirement* for project* using Uectern technology compete with 

the detenic Industrie* and other high pri • ity sectors.

The Changing Character ot Technological Tr»n»fer.

A n*rrowly constrained transfer of technology, *uch a* a one-time 

purchase of equipment or even turnkey plant* followed by * reduction of 

Western tie*, ha* not proved particularly *ucce**ful in the target area* 

of Soviet technology strategy. In a number of case*, the Soviet* have 

e*tiblished modern industrial plant* b£ted on Western technology import*, 

only to fall behind the rapid pace ot technological progreia in the wect 

within a tew year*. The Soviet inability to keep abreaat technologically 

i* • result ot shortcoming* in both their foreign commercial and dome*tic 

economic institution*.

A major problem with traditional Soviet foreign trade arrangement 

i* their short-tern nature. Soviet industry has not been able to maintain
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a continuouf exchange of technological experience witb foreign producer*— 

the kind of relationship that ii common among western fine*. Another problem 

ii the traditional Soviet reluctance to allow large number* of bestern busi 

nessmen and technician! to travel to the Soviet Union or to permit Soviet

•pecialiat* out of the country. Experience in other countrie* has demon 

strated that technology tranafer ia firit and foremost a people exchange. 

Generally, technological know-how can be transferred effectively only 

through personal contact*.

The Soviets have alco had problems in effectively Btnaging project* 

involving Western technology. To improve this situation, Soviet planner* 

have shown increasing interest in Western management techniques, such a* 

quality control, scheduling production and marketing skill*. However, tra 

ditional Soviet technology transfer necs ,<nisms have not provided arrange 

ments for facilitating the absorption of Western management techniques.

The Soviet leadership's awareness of these' and other problems have led 

them to consider more flexible arrangements for importing Western technology. 

The traditional Soviet approach has been giving way to a modified system* 

approach to technology transfer. The new approach is characterised by: 

(1) a long term or continuous connection; (2) complex or project-oriented 

industrial cooperation; (3) systems relsted construction production, 

management and distribution; (4) Western involvement both in country and

*t home in the training and the decieionmaking process.

TJ Hardt, John and George Hollidav, "Technology Transfer and Change in the 
~ Soviet Economic System" in forthcoming F. Fleron (editor) Technology and 

Communist Culture,
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The Defense Department itudy cited above finds siailar results to those 

apparently being perceived by the Soviet planners. The etudy conclude! that 

{Bore "active" relationships, involving "fr-iuent and specific coinunicstioni

between donor and receiver," are the aost effective technology transfer
8/ 

aechaniins. The active ton ot transfer required include the following:

1. Turnkey factories
2. Joint venture*
3. Training in high-technology areas
4. Licenses with extensive teaching
5. Tachnical~exchange with ongoing contact
6. Processing equipaen*. with know-how 9/

Although importation of high-technology products and processes are iaportant, 

the defense group found that "reverse engineering" of products was rarely 

an effective Beans of technology transfer. Effective transfer, they argue, 

requires a bread, continuous transfer of people and ideas rather than just 

product*. This active, ongoing, continuous type of tranafer Mchaniaa seeas 

close to what we perceive in the Soviet economy as a Bodified systea approach 

to transfer, absorption, adaption, and diffusion.

The broader systesis approach to Western technology influences not only 

the purchase of technology but the adaptation and diffuaion policy. At a 

later stage, it May also stimulate ths indigenous innovation process. Train 

ing, the transfer of aar.ageaent techniques, and intonation flow »sy iaprove 

the Soviet econooy i ability to absorb and effectively utilise Western 

aachinery. To use the autaphor of an organ transplant for Western machinery

b/ j. S. bepsrtBwnt of Defense, op. cit. p. 

ir Ibid., p. 6.
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imports, the systems approach caanges the pathology and makei the Soviet 

system receptive to change fro" • foreign organic* or Western technology. 

The n«w approach may «leo influence the Soviet domestic economic

•nd political system of information and control. While adoption of the 

modified systems approach to technology trensfer may assist in improving 

eff<cieacy and increa»in| economic output, it also carries the riik of 

chant* in present political and economic institutions. In ord«r to 

achieve Western level* of efficiency, the floyiet Uadenhip may have to 

accept increased foreign involveaent in th« Soviet economy and down tic 

iaplemeatation of Heatern method*, in other word*, the political leaden

•ay be unable to limit the influence of Weetern technology to aelected 

economic teak*.

Accommodation of the Soriet Economic Syatemi to Foreign Technology Syetema.

A number of problems mutt be aiaecsed in appraiaing the ability of 

the Soviet ayatem to accommodate and provide i hospitable environment for 

Western systems: (a) the regional or complex economic problems of de 

velopment; (b) the role of the military — as an adeinistrative system of 

comparable domestic technological efficiency to Western systems ; (c) the 

changing role of the Party units at vary ing levels frost the Politburo to 

the oblast or county level.

Regional or Complex

A regional or complex development approach to solving Soviet 

economic problems :oi,ld involve two kindi of beetern inputs. First, 

Western machinery and equipment can be used to improve the productivity
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of variou* industrial activites. Secondly, the use of Western technique! 

for a systems approach to long-tern planning and coeplex development Might 

be used to improve the overall efficiency of the economy. While the 

adoption of Western management technique* HAS been limited to production 

management at a thop level, lome Soviet economist* have ahown an intereit 

in technique* developed by large Wettern corporation* for long-tern planning 

and control. A lyitenj approach, uiing tone combination of Soviet and

Weatern technique*, appear* to be especially attractive in the develop-
H>/ 

ment of Siberian resource*.

Military Administration.

It the resource demanding function of Soviet import! of Wettern tech 

nology exceed* the recource releasing function, a* suggested above, the 

traditional Soviet high priority investment sector* Bay be affected. For 

example, resource* needed to complement technology import* may have to 

be diverted froa military program*. If to, the traditional advocate* 

of a high priority tor military apending would undoubtedly exercise their 

considerable political power to impede change. They might readily accept 

the long-run utility of a more modern energy base, but not at the expense 

ot short-run cuts in key military program*. They might, however, be

U)/ hardt, J ., "Soviet Commercial Relation* and Political Change," op. cit. , 
p. 73; cf. J. Hardt, "We*t Siberia: The Quest for Energy," Problem 
ot Coamunisa. April-hay, 1973. pp. 25-36; fckonoaicheskaya ga«eta. No. 6 
(Feb., 1974), p. 7; V. A. Smirnov, "Gas Industry," fjf.0 (publication of 
Academy of Science* — Novosibirsk,! No. 5, September-October, 1975, 
pp. 45-66. A. Zsklarov, "Organization of the Construction of Large 
Industrial Conplexea," Planovoe Khomistvo, Ho. 10, 1975, pp, 15-22.



784

partially aisuaged by the gains in sdministrative power over high tech 

nology civilian project* offsetting their loss in resource priority. 

This would be acre attractive if leadership policy seemed to give the» no 

better alternative.

Largely becauce they have occupied a preferred position in ten* of 

resource allocation, Soviet defense industries tend to operate no re ef 

ficiently than those in the civilian lector. One approach to shifting 

domestic priorities, while retaining the efficiency of the defense industries, 

would be to expand th« role of Bilitary industrial Managers to include manage 

ment of civilian activities. Premier Kosygin noted in 1971 that an increas-
U/ 

ing share of Soviet consumer goods was being produced in defense; plants.

Likewise, the important role of military builders in the construction of
W

civilisn project! haa long been established. Military managerial and en 

gineering sipertiae could presumably be used more widely to improve civilian 

industries, including Western aieisted projects. Such an approach, while it 

may be considered risky for doawstic political reasons, could sssist in using 

new technologiea acre effectively.

U/ Fravda. April 7, 1971.

12/ Romashro, A. J., Military Builders in the Com truce ion Projects 
of Moscow. Moscow, Ministry of Defense Press, 1972.
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Variation* of Party Role in the Economy.

tven acre important as «n institutional b*rrier to accommodation of 

Western technological systems into the Soviet economic system is the role 

of the Party. On the on* hand, it if probably essential that the top 

Party leaders lucb as Br*ihn«v and Kotygin intervene on a continuous basis 

to eiake Weitern technology transfers effective. On the other hand, it it 

equally important Chat the lover level Party and industrial managerg com 

mitted to traditional methods not be allowed to control or intervene in the 

transplanted Weitern systems.

The ongoing rcorganitation of Soviet industry, including the creation of 

regional complexes and production associations (concentrations of enterprises 

producing sisiilar or costplemetotsry goods), any facilitate the removal of 

Western-assisted projects fro* control by traditional ministerial authorities 

and Party officials. A number of Soviet economists have emphasized the im 

portance of keeping these new economic units outside the traditional adain-
lj»/ 

istrativc system.

It should be emphasized that the new production organisations do not 

challenge tn« rolss of the Party and govenuMnt authorities so much as 

chsnge thea. Some Psrty and goveraawnt officials will probably gsin, 

while others lose responsibility tnd authority. Specifically, central 

Party and government planning agencies appear to be accumulating greater 

economic decisionnaking authority at the expense of locsl Psrty and 

ministerial officals. Thus, for example, Lev Vasiliev. general director 

of the Kama River Truck Association, is reported to have considerable

Hil'ner, B., "On the organization of Management." tomaunist. No. 3. 
February 1V75.
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_ independence and authority in making everyday decisions. At the aame time.

he appears to be able to circumvent local authorities and gain access to high 

government and Party officials when approval for important decisiona must be 

obtained.

Appropriate cbsngea in the role of the Party to foater efficiency in 

economic management, modernization, and effective absorption of Weatern tech 

nology ia not a aettled issue. There is considerable evidence that the roles

of the Central Party and government bureaucracies and local Party organizations
ll/ is the subject of heated and continuing debate in the Soviet Union.

Financing Weatern Technology Transfer*.

A major constraint on the Soviet technology importa from the West ia their 

ability to finance, them. In moat recent yesrs, the Soviet Union baa had seri 

ous balance of payment a deficit* in it* trad* with the Weat. This aituation 

was temporarily reverted in 1973 and 1974, when the Urge increase in oil price* 

enabled the Soviet* to expand their hard currency earning*. However, in 1*75, 

th* Soviet Union returned to the likely long-term nora of deficits in ita h«ird

K/ Meyer, Herbert E., "The Plant that Could Change the Shape of Soviet 
Industry," Fortune. November. 1974, p. 155.

_15_/ Hardt. J. and T. Frankel, "The Industrial Managers," in U. G. Stilling and 
F. Griffith, eda., Interest Croups in Soviet Politics, Princeton, 1973. 
pp. 198-208; Darrell P. Hammer, "Brechnev and the Communist Party," Soviet 
Union. Volume II, Part I, 1975, pp. S-li. ————
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currency account*. The Soviet! are attempting to solve this problem pri 

marily by expanding their export* to the Meat, seeking new fora* of industrial 

cooperation vith Western firm* which include product-payback arrangement*,

•nd continuing their heavy uae of Western credit*.

t«ch of theae measures received attention at the recent 25th Party Congreaa. 

Premier Hoaygin ••pbaaized the importance of increaaiog Soviet export earning*, 

not only iron it* traditional rav material exports, but alto from increa*ed
vu

production of industrial product* auitable for foreign market*. Soviet leadera 

have continually emphaaixed the iaportance of "compenaation agreements," involv 

ing the uie of Western credita to import modern machinery and equipment with 

repayment in resultant output.

Mettern government credit* play a crucial role in Soviet technology import 

ptsns. bhil* n«w U. S. Export-Import bank credit* are now barred, the Soviet* 

have been *ucces*ful in borrowing heavily from official west European and 

Japanear financial institution*.

weitern lechnology and Eaattrn £urop«.

The political imperativea for the Ea*t European leadera are (1) meeting

•inianja Soviet request*; requirement*, including Waraaw Pact commitment*; 

(2) incrcaaing real incoaw for their populace, and (3) au>dernixing their 

economiiei—especially to expand exports to the Weat. In this relationship 

all economic storm cloud* and bad «. gather appear to come from the East; all

_H/ The boviet hard currency liabilities with Weatern bank* reached $7.4 
billion becember 1975, an increase iron 3.9 in 1V74. The total CMEA 
liabilities increa**d by $7.6 billion, from $6.6 in 1974 to 14 billion 
in 1975. fcaat-weat Market*. April 5, 1976, pp. 6, 7.

17/ t-ravda. March 7, 1976.
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improvement* and favorable economic climate conditiona are a result of the 

Western technological connectioni. Soviet leadera iet •ioiBuai demands for 

War*«w Pact forcei and maximum changes in the Eaatern systems to accommodate 

western technology: The chirp rise in Soviet oil and natural gas prices makes 

it possible for the Soviet econoaic deciaioaBat.era to abort any Eaatern European 

economic plans. The relative political independence ot Romania and Poland from 

Soviet hegenoaiy is pertly bued on their indigenous soutces of oil and coal.

The East European ne«di for riaing real income are especially expressed in 

demands for meat, consumer durables, care, and housing. Their modernisation 

needs in growth includes cheaicals, electronics, machinery, and energy tech 

nology. These import needs «re similar to the Soviet*, but at a asuller scale. 

The pace of US-USSR commercial relations will influence the ability of last 

European nations to trade with the West. The institutional umbrella of changing 

Soviet forms of trading relations will delimit Eaat European policies. They 

seem inclined to go as much farther than the Soviet Union as the tolerance of 

their senior partner will permit.

Western Technology in Chineie Plan*

The People's Republic of China has equal, if not greater need*, for the 

technology of the developed beet. In oil and gas production and export, in 

mineral fertilizer output, in iron and st«el modernisation, in chemical in 

dustry development Chines* development will be critically influenced by the 

transfer of western technology.

Western technology for oil and natural gas output and export avay be the 

critical margin in financing a range of needed imports, horeover, energy
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•applies to Japan My be a significant factor balancing the attraction of 

Soviet Siberian development to Japancae economic planner*. Soviet develop 

ment* in Siberia ere viewed a* a ihreat to Chin«ie intereiti. Likewise, western 

fertiliser planta Bay provide a critical Margin raiaing Chineae grain pro 

duction to a new trend line and aake their chronic Halthusi«n, food-population
IB/ 

problem manageable.

Earlier Soviet export! of machinery and planta to China in the 1950'• vere 

ao significant that without theat production would have been at leaat 20 percent

and possible as high aa 50 percent leas during the First Five-Year Plan (1953-57)
19/

—the beat period of China's economic performance to date. Among the unique

capabilities attained fro* this relationahip was a Soviet style defense industry 

in China for ill conventional weaponry ranging fro» riflea to jet aircraft. Al 

though thi* Soviet adapted technology haa become *om*vhat obaolete, the recent 

aupply arrangements of MIC part* from the PBC to Egypt derived from this earlier 

technology base.

Still Chineae le«der* are very aensitive to the political implications of 

western technology import*. Mao haa often warned that Western imports should 

be carefully screened or "chewed up" to avoid an intake of Western systems that 

might caua* political "itoeuich cramps." Formally the Chinese do not accept in 

dustrial cooperation ventures or credit arrangementa with the West. As rationale 

for this restrictive import policy, th«y cite the adverse political aspects of 

historical technology transfer, e.g. from the Soviets in the 1950'a, the Japaneae

18/ Joint Economic Committee, China: A Reassessment of the Economy. GPO, 1975.

J9/ Dernberger, Robert F., "Economic Development and Modernization in Contemporary 
Chin*: The Attempt to Limit Dependence on Tr*naf*r of Modern Industrial Tech 
nology from Abroad and to Control Ita Corruption of the Maoiat Social Revolu 
tion," forthcoming in F. Fleron (editor), Technology and Communiat Culture*.
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in the 1930's and the European povere is earlier years. Their historical 

experience with the United States baa been •• good a* with any of the indus 

trially developed nationa. They have alto, formally, rebuffed IOM Weetern 

overtures to cell then Military equipment. Even if they were removed free «n 

enemy ttatut ie D. 8. law, it ie not clear what arm* purcbaiee they would choose 

to make.

At the tame ti»e there ie a difference betv*en official rhetoric and actual 

practice. So-called supplier credits for grain import* for several year, terms 

have been accepted. BOM SO American technicians from Kellogg Company are in 

stalling fertiliser plants in China and Carman and Japanese metallurgists «re 

st the new Wuhan site of a modern iron and steel complex. One does, however, 

get the impression that a flood of agreementn on industrial cooperation and 

offers of credit-related ventures emanating from Japan are possible say time 

the leaders in Peking lower their constraints on these western links.

Financing iuporti is not as difficult for China at a modest levsl as they 

rsceive annual net hard currency income of close to one billion do Hire from 

Hong Kong and Macao. However, they choose to balance all trade bilaterally with 

etch Western trading partner each year, if possible.
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Policy Questions for Export Licensing

1. Recent Western technology transfers to the Soviet Union suggest that 

considerable domestic investment Is frequently required to complement 

jjgports of technology. At the earns time. Western technology imports 

release some Soviet re-iourcer. which can then be diverted to other 

sectors.

Will the Soviets find imported technology is more resource demand 
ing or more resource releeslng? What Impact doee the importation of 
Western technology have on the domestic investment allocation of the 
recipient nation?

2. The resource releasing effect, characteristic to the technology trans 

fer process, does to some extent encourage the military capability of 

the Soviet Union.

When does technology transfer make a significant contribution to 
the military potential of the recipient country? What is the acceptable 
risk when trading high technology to the Soviets? These questions are 
important when developing «n export licensing policy.

3. The mechanism of technology transfer is important to both the exporter 

and recipient nations.

The most effective form for transfer is the "«ctlve" systems trans 
fer, Involving people aa well as products. Soviet leaders would like 
to limit this form because it breaches their control and security systems 
We would like to control these effective transfers as they may have 
significant effect on economic performance. Can v« develop e general 
policy in this area considering export risks aM gams and relate it to 
export licensing?

A. Most evolutionary changes in technology may be attained In time with 

sufficient resources allocated by the recipient country.

Should we limit licensing to only "revolutionary" changes in tech 
nology? How should products be controlled for all Eastern countries? 
Should we discriminate on e country-by-country beats in licensing?
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5. Thai Socialist, non-market, rconoales of China and Eastern Europe 

are no longer as firmly directed by the Soviet Pnion MS in the paet.

Otter Socialise countries have achieved varylug degrees of 
Independence fron the Soviet Union In the conduct of their foreign 
political and economic policies. How do we determine whether leakage 
of Hestern technology fro* country to country la likely? Are Eaat 
European countries automatic conduit* o£ Imported Western technology 
to the USSR?

6. Reciprocal East-Hsit technological Interdependence la In question. 

Our science and technology exchangee are baaed on an assumption of 

•utual benefit. I.e.. technology transfer In both direction*.

Can we relate our export licensing policy to our importation of 
technology frost tht socialist economies? Are there other informational 
benefit* we msy c«tn fron foreign trade, industrial cooperation and 
exchanges?
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R TO CHAIRMAN MORGAN FROM HON. WILLIAM P. CLEMENTS, JR., 

IN RESPONSE TO INQUIRES
THE DEPUTY SECRETARY OF DEFENSE,

Washington, D.C., July 8,1S76. 
Hon. THOMAS E. MORGAN, 
Chairman, Committee on International Relations, House of Representatives,

Washington, D.C
DEAR MR. CHAIRMAN : In response to questions by Mr. Blngham and Mr. Find- 

ley, I promised to provide the recommendntlons of the Department of Defense 
on legislation to implement the report of the Defense Science Board Task Force 
on the export of U.S. technology.

As I told the Committee in my prepared statement, a series of working groups 
under Dr. Currie's leadership has already begun the task of reviewing this re 
port. These efforts focus on :

(1) The identification of critical technologies and products;
(2) The assessment of the active mechanisms of technology transfer;
(3) The development of simplified criteria for product control; and
(4) The feasibility and desirability of new administrative procedures or leg 

islation for streamlining the existing export control system.
Although this work is far from complete, I have looked into it to see what 

could be done to make it more timely in terms of your schedule for considering 
the Export Administration Act. Given the complexity of the problem, the depend 
ence to a considerable extent of each of the above steps upon completion of the 
ones preceding it, and the need for extensive interageney consultation and agree 
ment, we still envision that we will not have a good indication of the need for 
any major administrative changes in the export control process before September. 
On the other hand, with regard to legislation, we have determined that there is 
already ample authority in the present law. Accordingly, I can now join with 
Secretary Richardson in assuring you that no amendments would be required 
to the Export Administration Act of 1969, as amended. In order to implement 
the recommendations of the Defense Science Board Task Force's report. How 
ever, we may lat«r want to propose certain legislative mandates in order to fa 
cilitate any administrative changes that we undertake.

I hope you will find this information helpful. 
Sincerely,

W. P. CLEMENTS, Jr.
(793)
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LETTER TO CHAIRMAN MORGAN FROM GERALD L. PAHSKY IN RESPONSE

TO INQUIRIES
DEPARTMENT OF THE TREASURY,

Washington, D.C., July 8, 1976. 
Hon. THOMAS E. MORGAN. 
House of Representatives, 
Washington, D.O.

DEAR MR. CHAIRMAN : In my letter of June 22, li*7(5, I indicated that I would forward to you Treasury's comments on the renewal of the Export Administra tion Art, si>eciflcaliy with regard to the adequacy of the Act's provisions on the control of strategic items. 1 am happy to provide lhe.»c comments below.The Department of the Treasury believes that the existing provisions on the control of strategic items are adequate and the machinery which implements those provisions is effective. We, however, would suggest an Increase in the maxi mum penalties that may he imposed tor violations under the Act. In making this recommendation, we support the views expressed by Secretary of Commerce Richardson in his prepared statement before your Committee on June 11,1976.The Treasury is in favor of this proposal for the following reasons.(1) The existing civil and criminal sanctions provided in the Act are inade quate and have not served the puriwse of strengthening the objectives of the Act. In transactions involving goods in short supply or In violation of Jhe boycott pro vision of the Act, the potential profit is so great that the fines at their present levels have not been a meaningful deterrent, si;;ce the costs of these fines are so low In relation tc potential profit.
(2) Another existing remedy available to the Commerce Department is the actual denial or export privileges, which could have the effect of putting a firm out of business. This penalty i>i seldom used and indeed drastic for the Com merce Department, which has the dual function of encouraging and regulating exports.
(3) The present proposal seems a proper middle ground between the existing enforcement mechanism which provides for Inadequate fines on the one hand, and severe denial orders on the other. An Increase in the fines under the Act would, in the view of this Department, enable the Commerce Department to take the profit (or a larger portion of it) out of a transaction and thereby provide added leverage to deter violations.
I hoj>e that these comments will he of help to your Committee. If you believe that we can be of further assistance, please let me know. 

Sincerely yours,
GERALD L. PARSKT. 

(794)
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LETTER TO CHAIRMAN MORGAN FROM JAMES F. SEELEY, FEDERAL 
LEGISLATIVE REPRESENTATIVE OF THE CITY OF Los ANGELES, 
SUBMITTING A REPORT OF THE STATE, COUNTY AND FEDERAL 
AFFAIRS COMMITTEE OF THE Los ANGELES CITY COUNCIL, RELE 
VANT TO THE PROPOSED FEDERAL LEGISLATION CONCERNING 
FOREIGN BOYCOTTS

Cttp of TLo& 9ngelts(
jAMtsF '.CRICY California "••"''"' s '"'" " w
TIL > Jft'J ' ?T

June 11 , 1976

The Honorable Thomas Morgan, Chairman
House International Affairs Committee
U.S. House of Representatives
Washington . D.C. 20515 \

Dear Mr. Morgan:

In your Committee's deliberation on amendments 

to the Export Administration Act, I understand that a 

provision relating to foreign boycotts may be Included.

In view of this possibility, I would like to 

enter 1n the record a report of the State, County and 

Federal Affairs Committee of the Los Angeles City 

Council relevant to Ihe proposed federal legislation 

In this area of concern.

The full Council adopted the Committee report 

on April 13 thereby expressing its support for the 

intent of the Drinan Bill H.R. 5913.

S'nr'-rely, /?

,ljmes F. Seele'y
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76-2S3 S-ZO

C A L I t O R N IA

' O M B H A D L c

CITT CLERK

April 13, 1976

CITY SUPPORT FOR AB 3Q80 - ILLEGALITY OP ENTERING INTO 
CONTRACTS WHICH REQUIRh DISCRIMINATION ON TUP. BASIS OF BUSINESS ASSOCIATIONS AS WELL AS ON THE BASIS OF SEX, RACE, 
RELIGION AND NATIONAL ORIGIN

I HEREBY CERTIFY that ilie attached STATE, COUNTY AND FIUIEKAL 
AFFAIRS COMi-IITTLE report was adopted by the l,os Angeles Citx 
Council at its meeting held April 13, 1976.

REX K. LAYTON, CITY CLERK

Ccputy

mis 
Attachment
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Kilo NIL 76-250 S.20

TO TDK COUNCIL OF THE 
CITY OK LOS ANCJi:i.ES

your STATE, COUNTY AND FEDERAL AFFAIRS Committee 

reports as fellows:

Your Committee has considered a possible City position on 
AB 3080 (Herman, et.al.) and/or any other legislation having a 
similar effect, which would make it illegal to enter .into contract:: 
which require discrimination on the basis of business associations 
as well as on the basis of sex, race, religion and national origin.

Present law prohibits discrimination on the basis of race, 
religious creed, color, national origin, ancestry or :;ex in the 
pursuit of one's occupation, housing accommodations, training or 
cnployinent practices and public works employment.

AB 3080 woulJ make it an unlawful restraint on tivde for any 
person, business or governmental aqency to enter into any goods 
or services contract wherein there is a provision requiring 
discrimination because of a person's business associations or the 
above mentioned criteria. In addition, the refusal to enter into 
a contract because the discriminatory provision is missing would 
be unlawful under the bill.

There is a -specific provision in the bill which would make it 
non-applicable to letters of credit, contracts, or other documents 
which contain any provision pertaining to a labor dispute or an 
unfair labor practice.

A violation of AB 3080 if enacted would constitute a cr ine but 
punishment is not specified in the bill. If it is a crijne, the contract 
or letter of credit would be void. Sections 1G750 et. seq. provide for 
enforcement of l u wp to prevent restraint of trade, e..q., civil action 
with tlit! possibility of treble damages and attorney's fees to be 
recovered by any person who i.1 ; injured in hir. business or property by 
reason of violation of the law. Further, Section 16755 provides 
that a person convicted of conspiracy (combinations) in restraint 
of trade is punishable by a fine of r.ot more than $1 million if a 
corporation, or $100,000 if an individual, or by imprisonment in n 
state prison for not more than three years, or by imprisonment for 
not more than one year in a county jail, or by both such fine and 
imprisonment. Also under Section 16V r>1 ev«-ry foreign corporation 
or association in violation of the law i r, subject to a prohibition 
from doing any business in this State.
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Assembly Majority Leader Howard Bcrman, in a letter on file, 
indicates that tho boycott situation created by the Arab League 
in which a California company is, upon threat of losing a multi- 
million dollar contract, prohibited from subcontr.iqting with 
another California company bcc-iuso it dons business with a "firm 
on the "blacklist" is not a hypothetical problem. Ho states that 
he has copies of contracts with such provisions. He requests Los 
Angeles City's support of this legislation. He also indicates 
the need for strong federal action.

There are at least two measures pending in Congress - 
S 953 (Stevenson, et.al.) and HR S913 (Drinan).

HR 5913 (Drinan) would, among ether things, prohibit 
discriminatory acts, including the pjoviding of information, by 
U.S. companies whose purpose is to support or further ooycotts or 
restrictive trade practices imposed by a foreign country (or its 
citizens) friendly to the U.S. or with persons doing business 
with those friendly countries. A violation of this proposed bill 
would result in th3 revocatirn of the export license or privileges 
of the exporter.

S 953 (Stevenson, et.al.) would amend this Export Administration 
Act of 1969 to require the disclosure of all requests for any kind 
of action, including informational requests, and intended compliance 
with those requests which would further foreign boycotts or restrictive 
trade practices. In addition, U.S. concerns would be prohibited 
from refusing to do business with another U.S. concern on behalf 
of any foreign country or agent for the purpose of supporting a 
boycott against a friendly foreign country or against any domestic 
concern. Each violation may bo subject to a civil penality, not 
to exceed $10,000 for each violation. On file is a copy of the 
Congressional Record of March 5, 1975, with Senator Stevenson's 
introductory comments regarding the intent of S 953 and the problems 
it is intended to alleviate.

WE THEREFORE RECOMMEND as recoirmf-nded in a Council motion 
(Varoslavsky-Gibson) that the City include in its 1975-76 State 
Legislative Program to SUPPORT AB 3080 (Herman, et.al.) and/or 
any other legislation having a similar effect, which would make it 
illegal in California to enter into contracts which require 
discrimination on the basis of business associations as well as on 
tho basis of sex, race, religion and national origin;



799

WF, FURTHER RL'CO'W.NO that tho City include in its Federal 
Legislative- Program SUPPORT Of S 953 (Stevenson, et. al.) and 
I1R i913 (Drinan) and/or any other legislation having a similar 
effect, which would prohibit U.S. concerns from refusing to doal with 
or discriminating against other U.S. concerns for the purpono of 
supporting or furthering a foi.iiC|Vi IxjyuuLL <jy.ii:iJL ii.itioiis; itic-nciiy

c*--. i
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LETTER TO CHAIRMAN MORGAN FROM DANA I. ROBINSON, INTERNA 
TIONAL, MARKETING CONSULTANT, COMMENTING ON PROPOSED EXTEN 
SION OF THE EXPORT ADMINISTRATION ACT or 1969

RESTON, VA., Augutt 6, 1976. 
Hon. THOMAS E. MORGAN,
Chairman, Committee on International Relations, Home of Representatives, 

Wathington, D.C.
DEAR MB. MORGAN : With reference to the final hearings to be held next week, 

I would appreciate the inclusion of the following; comments and attached Infor 
mation Into the proceedings so that the final work of your Committee may Include 
viewpoints other than those to be presented Tuesday by Mr. Downey for the 
Administration.

As compared with the repented Administration statements that no changes 
were required in the present Act, I think the Important revisions of the follor/ing 
sections reflect Industry complaints and were brought out In some manner by the 
Defense Science Board Task Force:

1. The Administration's interpretation of the "foreign availability" clause in 
the present Act has placed the burden of proof upon Industry and '.he license 
applicant. In your version It now places on the President the burden of proof to 
determine foreign availability and to specifically Justify continuing restriction 
for national security. Perhaps this will finally require the President to designate 
Commerce, Defense or C.I.A. to be responsible for Non-Communist foreign tech 
nology assessment—something which presently is only available through O.E.A. 
on a case-by-case basis.

2. The amendments of Section 4(g) and Section 7(c) are directly related 
because we cannot require the Government to provide Industry with specific 
information and reasons for denial or delay—without also providing Congress 
with suitably-protected access to similar information as part of its essential 
oversight responsibility. If Congress is to play a more active and forceful ro.'e 
in International trade policy formulation—at the Insistence of U.S. Business and 
Industry—it is clear that essential business details must be provided for con 
tinuing understanding of the problems.

8. The requirements under Section 7 for a Commerce review of rules/regula 
tions and tho special report required under Section 11 from the President quite 
clearly should be related to the Implementation Plan of the DSB Report and the 
White House Task Force on Export Controls recently appointed by Mr. MacAvoy. 
I would disagree with the comments from Rauer Meyer this past Wednesday that 
such studies and reports would eventually fall upon O.E.A. and that Industry 
should, therefore, appreciate further delays In the processing of license applica 
tions while such studies are being made.

4. Attached is a copy of the report submitted Wednesday by Major Golden and 
Mr. MacAvoy on the work of the Export Control Tank Force. The concern I have 
and one which perhaps could be monitored by your Committee Is that this objec 
tive effort will not halt on September 15th with its Final Report and that the 
need for such an Inter-Agency Task Force (reporting, probably, to OMB) will be 
essential to Implementing whatever technical recommendations come out of the 
DSB project. Perhaps yonr Committee staff members can provide Ma lor Golden 
{normally he is an Economics Professor at W«»st Point) with some of the back 
ground details developed during the Sub-Committee and full Committee hearings.

I presume that later this month the final Honse version of the Act will be 
prepared and then voted on before the obvious Senate/House Conference can 
begin the ultimate task of bringing the two versions Into some mutually accentable 
form for final Congressional action before September 30th. As compared with 
previous amendments to the Export Control and Export Administration Act, it
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is clear to most Industry members that the most comprehensive review and 
recommendations have come from the House and that the Senate Banking & 
Currency Committee primarily concerned itself with the Arab Boycott and 
Securities matters. 

Very sincerely,
DANA I. ROBINSON.

OUTLINE OF COMMENTS BY PAUL, W. MACAVOY, MEMBER, COUNCIL 
OF ECONOMIC ADVISERS, BEFORE THE SUBCOMMITTEE ON EXPORT 
ADMINISTRATION OF THE PRESIDENT'S EXPORT COUNCIL, AU 
GUST 4, 1076
1. Background and Objectives of the President's Task Force to Improve Export 

Licensing Procedures.
2. The Review Process and the 1975 Record for an Average Case Referred to 

the Full Operating Committee.
Average dttyt 

in prooeit
Product oriented licensing divisions___________——————_..— 67
Policy and planning division____________________-_____ 38
Interagency referral and recommendation__________________ 46
Commerce license determination...___..__._..___________ 33
COCOM review _______________. _________________ 40

Average case length_____________. _______________ 224
3. Internal Commerce Efforts in 1976.
4. Actions by Task Force to Attack Continuing Problem Areas—
Assist In efforts to fill continuing personal vacancies with competent staff.
Set up interagency technical task groups to provide early coordination on cases 

with difficult technical issues.
In.estigate the potential for expanded use of automatic data processing to 

track cases, generate useful management repcrts, and produce standard docu 
ments.

Review and Improve the procedures for documenting and disseminating policy 
decisions.

Review procedures used by all agencies to pursue agreements to limit inter 
agency referrals to the fullest extent consistent with national security considera 
tions.

Establish procedures to assist in a continuing review of COCOM control lists 
and to seek administrative exceptions wherever possible.

Review current procedures used to obtain policy level decisions on the most 
difficult cases and recommend changes, as necessary, to prompt earlier decisions.

5. Focus on Implementing Changes Wherever Possible During the Task Force 
Study. Final Report in September.
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LETTER FROM HON. CIIAKMCS M. WALKER, ASSISTANT SECRETARY OF 
THE TREASCRY TO RON. KTKHKLL B. LONG, (/HAIRMAN OF TIIK SENATE 
COMMITTEE ON FINANCE, DATED MAY 31, 1076

DKI'AKTMK.NT OFTHETRKASl'RY,
Watthington, D.C., May 12, 197(1. 

Hon. RUSSELL K. LONG, 
Chairman, Committee on Finance, 
U.K. Senate, Wnnhinyton, D.C.

DEAR MR. CHAIRMAN: This is in response to your request for ithe views of 
Treasury Department on S. 3138, introduced by Senator Ribicoff on March 15, 
1970.

Generally, S. 3138 would impose three types of limitations with resjiect to 
taxpayers who participate in the Arab boycott of Israel. Tlie bill would 
restrict the use of the foreign tax credit and the DISC* provisions of the In 
ternal Revenue Code with respect to such taxpayers and also would tax on a 
current basis the earnings of foreign subsidiaries of such taxpayers.

Specifically, S. 3138 provides that a taxpayer who participates in or coop 
erates with the Arab boycott of Israel shall not be able to utilize the foreign 
tax credit with respect to taxes paid or accrued during the taxable year to 
nny country which requires such particiiwtion or cooju'ration as u condition 
of doing business within that country or with the government, a company, or a 
national of that country.

S. 3138 also would tax on a current basis the "boycott of Israel income" of a 
controlled foreign corporation. The term "lx>yeott of Israel income" is defined 
to mean the income of a controlled foreign crorimrution, which is determined to 
have participated in or cooperated with the boycott of Israel, derived from 
operations in, or related to, any country which requires such ixirticiiuition or 
cooperation as a condition of doing business within that country or with the 
government, a oomimny, or national of that country.

Similarly, if a determination is made that a DISC has -participated in or 
cooperated with the boycott of Israel, S. 3138 would deny the use of the DISC 
benefit* of the Internal Revenue Code with respect to a DISC'S taxable income 
from any country which nequin-s such iwrticlimtion or cooj>eration as a condi 
tion of doing business with or within that country.

S. 3138 provides that the determination of whether a taxpayer "participated 
in or coo,>erated with the boycott of Israel" for a taxable year shall be made 
by the Secretary of the Treasury or his delegate. The bill spates that a i>erson 
"participates in or eooi>eraites with the Iwycott of Israel" if:

(1) he agrees as a condition of doing business within that country' or with 
the government, a company, or a national of that country' to (i) refrain from 
doing business in Israel or with the (Joveninient, companies, or nationals 
of Israel: (ii) refrain from doing business) with any U.S. jterson engaged in 
trade with Israel or with the Government, companies, or nationals of Israel; 
or (iii) refrain from doing business with any conrpany whose ownership or 
management is all or in jwrt Jewish or to remove corporate directors who are 
Jewish; or

(2) if he agrees, as a condition of the sale of a product to the government, 
si company, or a national of a country, to ship such products only on a carrier 
which is not on the boycott <>f Israel list.

S. 313K requires any taxpayer with foreign source income for the taxable 
year, derived directly or indirectly from sources within a country which requires 
participation in or <-ooperation with the lx»yeotit of Israel as a condition of 
doing business with or within that country, to report the fact <>f such income 
to the Secretary of the Treasury or his delegate.

The Treasury I>epartment opposes this bill for the reasons set forth below.
\Ve believe it is imi>ortant to view this legislation in the context of the \arious
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important stei>« that have already been taken to deal with the Arab secondary 
boycott of Israel. These include 1) prohibitions against compliance with boy 
cott requests that result in discrimination on the basis of race, color, religion, 
national origin, or sex; 2) the Justice Deiwirtment antitnist suit against 
Bechtel for agreeing not to do business with blacklisted U.S. firms; 3) and 
requirements that all firms report the receipt of and their action on boycott 
requests to the Detriment of Commerce on forms stating that it is the policy 
of the United States to oppose the boycott and urging U.S. firms not to comply 
with boycott requests.

Passage of S. .'5138 would in many cases make investments by U.S. firms 
in Arab League countries economically untenable. The foreign tax credit, 
DISC, and tax deferral are. important components of our international tax 
structure. The hill would eliminate these l>enefits wi'th respect to all income 
earned in u country which requires participation in or cooperation with the 
boycott. A company, for example, would lose itxs entire foreign tax credit for 
all taxes paid to a country, and would thereby lie subject to double taxation 
on its income from 'that country, irrespective of the extent of its participation 
in or cooperation with the boycott. Many companies would simply l>e unable 
to invest in or trade with Arab Ix-ngue countries on a profitable basis in these 
circumstances.

The resulting loss of Inisim. rind business opportunities would have a 
serious impact on the U.S. economy. I .S. ex[>ort.s to Arab nations are projected 
to exceed $10 billion p«>r year by 1980. However, the measures contemplated 
in S. .Hl.'iS would result in a significant reduction in exi>ort sales and make 
Midi projected cxjwtrt levels unattainable.

It would be particularly unwise for the Congress to take action on tax 
legislation with so significant an impact on United States companies, employees 
and investors with so little likelihood of changing the foreign boycott, jmlicies 
cf the governments concerned. It is our firm belief that the proposed legislation 
would not result in the termination or significant lessening of the Arab League 
secondary boycott of Israel. Various Arab Governments have stated, and we 
have no reason to doubt the accuracy of these statements, that action by the 
U.S. Government to prevent U.S. firms from complying with the boycott will 
not lessen the lioycott, but rather will only result in Aral) countries turning 
to alternative sources of supply.

We lielieve the only effective way to end the Itoycott is to work towards 
achievement of a just and lasting peace in the Middle East. We are seeking to 
create the political and economic conditions in which progress toward that 
goal would be encouraged. The decline in commercial relations with Arab 
countries which would lie caused by this legislation were it enacted would 
likely do irreparable damage to our overall position as a mediator in the 
Middle Ivist, crippling our efforts to achieve a reasonable jieace settlement. 
Even before this economic impact is felt, there is every' reason to believe that 
Arab nations would view passage of S. 313X as a major shift, in our foreign 
policy in the Middle East. This is particularly so since the bill is aimed ex 
plicitly at the Arab s<-condary boycott of Israel and ignores other present 
secondary boycotts, as well as others that might be introduced.

S. 313s illustrates some of the inherent difficulties involved in attempting 
to solve imiM>rtant international political problems through the Federal tax 
laws. The bill would impose new and onerous burdens on the Internal Revenue 
Service. The Internal Revenue Service would be required to make the factual 
determination of whether a taxpayer "participated in or cooperated with the 
boycott of Israel." Such determination would l»e inherently difficult to make in 
many circumstances; the Internal Revenue Service is simply not equipped to 
engage in this type of faet-flndiiiK process.

S. 313K would also require difficult tracing and allocation problems to deter 
mine the income that was affected by its sanctions. Existing law does not deal 
with these problems, and S. H13S fails to provide any guidance from these 
complicated issues. For example, it is not clear how the bill's sanctions would 
ap>•'/ in the case of a U.S. company's foreign subsidiary which participated 
in the boycott in a year in which it had income from many foreign sources. 
What portion of the income of the subsidiary, and dividends distributed by the 
subsidiary to its United States'pa rent, would be tainted as iK'ing derived from 
or related to!) boycott country? What expenses should be allocated against 
such income'.' Concentration UIMHI such difficult allocations and the fact-finding 
processes involved in determining boycott cooperation or particiiMtion will 
impair the capacity of the Internal Revenue Service to fulfill its basic role as 
a collector of tax revenue.
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The boycott problem in the final analysis is a problem of foreign policy. By attempting to solve the problem through the strictures of the Internal Revenue Code, the United States would lose the flexibility which is so essential in fashioning solutions to difficult foreign policy questions. It is apparent that the boycott issue can more appropriately be addressed independently of the U.S. tax laws. We see no need and indeed perceive a dangerous precedent in attempting to resolve complicated and delicate questions of foreign policy by use of the Internal Revenue Code.
The Office of Management and Budget has advised the Treasury Depart ment that it has no objection to the presentation of this report and that enactment of S. 3138 would not be in accord with the program of the President. Sincerely yours,

CHARLES M. WALKER,
Assistant Secretary.
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LETTER FROM JAMES A. WILDEROTTER, GENERAL COUNSEL, 
ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION 
TO CHAIRMAN MORGAN, DATED AUGUST 31, 1976

UNITED STATES 
ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION

WASHINGTON. DC. 20M5 "•-

August 31, 1976 /

Honorable Thomas E. Morgan .;'.,
Chairman, Committee on International '.

Relations '>x
U.S. House of Representatives ' _ -^'''

Dear Mr. Chairman:

As you know, ERDA Mas unable to comment on the Flndley-Zablocki amendment 
to H.R. 7665 before 1t was adopted by the House International Relations 
Committee on August 26.

Nevertheless, we have some suggestions to offer which we believe would 
nuke the amendment more effective toward achieving the non-proliferation 
goals we share with you, and we know you and the Conn it tee would wish to 
consider them.

We urge that the amendment be reconsidered In the Committee's Tuesdsy 
oark-up session and that changes be made 1n accord with the merits of 
our views.

The comments provided below also are being sent to Representatives 
ZablocM, Flndley and 8roonf1eld.

Section IS (a)(l):

The basic Act being amended does not define "nuclear material, 
equipment, and devices" and 1t 1s essential that these terms be defined 
in order to ieave no doubt as to exactly what exports are Intended to be 
regulated by the proposed Afcendaient. The terminology used should be 
consistent with the provisions of the Atomic Energy Act of 1954, as 
amended and the Energy Reorganization Act of 1974.

Section 15 (a) (2):

For purpose of clarity It Is suggested that "the Congress finds that 
the nuclear export activities which enable countries to possess strategically 
significant quantities of weapons usable and material pose significant
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nuclear weapons proliferation risks and should occur only under strict 
safeguards and control conditions." This change is suggested in 
order to reflect that the concern and intent of the Amendment 1s 
clearly nuclear weapons proliferation and not questions of safety 
posed by inventories of strategical significant quantities of 
unirradlated material.

Section 15 (b)(l):

To exempt defense-related nuclear agreements from provisions of 
this amendment, the following language should be Inserted at the 
beginning of this section:

for agreements for cooperation arran^ 4 pursuant to 
sTjbsection 91 V, 144 b. or 144 c. of the Atomic Energy Ac t~

pu 
En 

of 1954. no new agreemenF

Since the U.S. has existing agreements for cooperation which do 
not contain all of the provisions stipulated by the proposed Amendment, 
this paragraph should apply only to "new" agreements. Although we 
realize H is your understanding as well as ours, that the existing 
language implies that it covers "new" agreements only, we believe it 
is desirable to state this explicitly in order to avoid possible mis 
understanding by others when the legislation is enacted.

Section 15 (o)(l)(B):

As written, this provision may be unenforceable and/or counter 
productive in its application. Either the recipient state or the 
IAEA could refuse to provide the data requested and the former could 
avoid this condition by turning to another supplier. If retained, 
this section should be modified to read as follows:

"the recipient country, group of countries, or international 
organization, has agreed as provided for in IAEA safeguards 
implementation documents, to permit the International Atomic 
Energy Agency to publicly and periodically report [to the 
United States, upon a request by the United States, on tre 
status of all inventories] summarized national Plutonium. 
uranium 233, and highly enriched uranium Inventories possessed 
by that country, group of countries, or International organi 
zation and subject to International Atomic E.iergy Agency safeguards.'

This change is suggested in order to avoid conflict with paragraph 5 
of IAEA INFCIRC 153, "The Structure and Content of Agreements Between 
the Agency and States Required in Connection with the Treaty on the Non- 
Proliferation of Nuclear Weapons" and also INFCIRC 66, "The Agency's 
Safeguards System (1965, as Provisionally Extended in 1966 and 1968),' 
Rev. 2, paragraph 14 (c). Copies of these paragraphs are enclosed 
herewith.
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Section 15 (b)(3UA). Line 13:

To exempt defense-related nuclear agreements from provisions 
of this Amendment, the following language should be Inserted:

"agreement for cooperation (except an agreement for cooperation 
arranged pursuant to subsection 91 c, 144 b. or 144 c of the 
Atomic Energy Act of 1954. as amended), unless the recipient"

Section 15 (b)(3)(A). Line 14:

The words "has agreed" should be changed to "has provided an 
assurance." This change 1s suggested because this point 1n the past 
has not been covered explicitly by the agreement for cooperation 
Itself. Rather, the U.S. has used diplomatic notes or other exchanges 
to confirm our understanding that the agreements preclude the use of 
U.S.-supplied material for any nuclear explosive device. Use of the 
word "agreed" could be taken to require explicit coverage 1n *he 
agreement for cooperation Itself.

Section 15 (b)(4). Lines 1. 2, 3. 4, 5 and 6:

These lines should be changed to read as follows:

"effectively to such reprocessing If he finds that the safeguards 
will give reliable detection of any diversion and there will be 
timely warning to tha United States of such diversion."

This change 1s suggested because to call for "timely warning . . . 
well 1n advance of the time at which that party could transform strategic 
quantities of diverted nuclear material Into explosive nuclear devices" 
Impl'es that diversions are of concern for only one reason. While the 
fabrication of nuclear explosives is, of course, our primary concern, 
it should be recognized that a diversion should be notified to the 
U.S. whenever it occurs, and as soon as_ possible after 1t occurs, 
whether or not the diverting" partyTias the ability to convert 1t into 
nuclear explosives. Thus, our preference would be to tie the warning 
time to the time of diversion, and not to the time of its use in a 
nuclear explosive device.

Please advise us 1f we can be of further assistance.

Sincerely,

<L~*
(/ JamJames A. Wllderotter

Enclosures: General Counsel 
As steted



808

B. GENERAL PRINCIPLES OF THE AGENCY'S SAFEGUARDS

The Agency'» obligations

9- Bearing in mind Article II of the Statute, the Agency shall implement safeguards in a manner 
designed to avoid hampering i State's economic or technological development.

10. The safeguards procedures set lorth in this document shall be implemented in a manner designed 
to be consistent with prudent management practices required for the economic and safe conduct 
of nuclear activities. *

!1. In no case shall the Agency request a State to stop the construction or operation of any friafiful 
malar futility to which the Agency's safeguards procedures extend, except by explicit decision of the 
Board

12 The State or States concerned and the Director General shall hold consultations regarding ;hc 
application of the provisions of the present document.

13. In Implementing safeguards, th: Agency sha!'. take every precaution to protect commercial and 
Industrial secrets. No member of the Agency's staff shall disclose, except to the Director General and 
to such other members of the staff r\ the Director General may authorixe to have such information 
by reason of their official duties in connection with safeguards, any commercial or industrial secret or 
any other confidential information coming to his knowledge by reason of the implementation of safe 
guards by the Agency.

14. The Agency shall not publish or communicate to any State, organisation or person any Information 
obtained by it in connection with the implementation of safeguards, except that:

(a) Specific information relating to such implementation in a State may be given to the Board 
and to such Agency staff members as require such knowledge by reason of their official 
duties in connection with safeguards, but only to the extent necessary for the Agency to 
fulfil its safeguard) responsibilities;

(b) Summarized lis's of items being safeguarded by the Agency may be published upon decision 
of the Board; and

(c) Additional information may be published upon decision of the Board and If all States 
directly concerned agree.

Principles of implementation

15. The Agency shall implement safeguards In a State if:

(a) The Agency has concluded with the State a project agmmnl under which materials, services, 
equipment, facilities or Information are supplied, and such agreement provides for the 
application of safeguards; or

(b) The State is a party to a bilateral cr multilateral arrangement under which materials, services, 
equipment, facilities or infor nation are supplied or otherwise transferred, and: 
(I) All the parties to the arrangement have tequested the Agency to administer safeguards;

and 
(li) The Agency h»s concluded the necessary uftgfrJi fftrmral with the State; ot

(c) The Agency has been requested by the State to safeguard certain nuclear activities under 
the latter's Jurisdiction, and the Agency has concluded the necessary u/egturJi ggnemcxt with 
the State.
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IMPLEMENTATION OF SAFEGUARDS

4. The Agreement ihould provide that lifeguard* shall be Implemented
In * manner designed:

(•) To ivold himperlng (he economic and technological development 
of the Sl«e or International co-operation In the field of peaceful nuclear 
activities. Including International exchange of niclrarmftni*!*!;
(b) To avoid undue interference in the State's peaceful nuclear activi 
ties, and In particular in th? operation of ffofitiei, and
(c) To be continent with prudent m'nagement practical required for
the economic and safe conduct of nuclear 'divides-

J. The Agreement should provide that Jie Agency shall take every pre 
caution to protect commercial and industrial secrets and other confidential 
Information coming to its knowledge in she implementation of (he Agreement. 
The Agency shall not publish or communicate to any State, organization or 
person any information obtained by it in connection with the implementation 
of the Agreement, except that specific Information relating to such 
Implementation in the State may be given to the Board of Governors an«J to 
such Ag ..icy staff members as require such knowledge by reason of their 
official duties in connection with safeguards, but only to the extent necessary 
for the Agency to fulfil its responsibilities in implementing (he Agreement. 
Summarized information on nuclear mftrritl being safeguarded by the Agency 
under the Agreement may be published upon decision of the Board If the 
States directly concerned agree.
6. The Agreement should provide that in implementing safeguards pursuant 
thereto the Agency shall take full account of technological developments in 
the field of si'rguatdi, and shall make every effort to ensure optimum cost- 
effectiveness and the application of the principle of safeguarding effectively the 
Bow of nuclear material subject ;o safeguards under the Agreement by use of 
Instruments and oth^r techniques at certain ttrttt&ic font] to the extent that 
present or future technology permits. In order to ensure optimum cost 
effectiveness, use should be made, for example, of such means as:

(a) Containment as a means of defining ffwfrnW b*loKC art*J for 
accounting purposes;
(b) Statistic*] techniques and random sampling in evaluating the flow 
ofnuclrar miterial. and
(c% Concentration of veii' -atlon procedures on those stages in the 
nuclear fuel cycle involving the production, processing, use or storage 
ctf .Mi'err mittriil <• !m which nuclear weapons or other nuclear explosive 
devices could readily be made, and minimization of verification 
procedures in respect of other nucUtr ntterial, on condition that this does 
not hamper the Agency in applying safeguards under the Agreement.

3) Tcrmi in iuiici h*»ea tpOT.ialtm' mctnirtg. trhkh U drfincd in 
paiilfepvit 98—1 16 bciow.


